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93% of the CTF's supporters want Paul Martin to 
reduce the federal deficit at a faster pace. 


by Mitch Gray 


In the last issue of The 
Taxpayer, CTF supporters 
were asked to fill out a fed- 
eral pre-budget survey. 
Your responses helped the 
CTF develop a position on 
what should be included in 
Paul Martin’s budget 
speech. Here’s what you 
said! ; 

Despite the cries from some small 
but vociferous factions (notably the 
federal Liberal caucus) that deficit re- 
duction is proceeding too quickly, 
93% of CTF supporters thought that 
the deficit should be reduced at an 
even faster pace than at present. 

On the question as to whether tax 
cuts should take place before or after a 
balanced budget or not at all, an over- 
whelming majority of 62% said that 
the deficit and taxes should be reduced 
simultaneously. Thirty-eight percent 
opted for introducing tax cuts after the 
deficit has been eliminated and no one 
(0%) thought that the deficit and taxes 
should remain at their current levels. 

On average, CTF backers supported 
a 20% reduction in spending and a 
15% reduction in federal taxes. The 
number one target for expenditure re- 
ductions was the Department of Cana- 
dian Heritage followed closely by In- 
dian Affairs and Northern 
Development and Industry Canada as 
the third most important area for trim- 
ming the budget. In terms of tax cuts, 
CTF members want a personal income 
tax reduction as the first step to reduc- 
ing their tax burden. The GST was sec- 
ond, followed by a lowering of payroll 
taxes as the number three priority. 

The survey results gave us a pretty 
clear picture of what citizens want 
from Ottawa. They want to speed up 


the deficit elimination process 
through targeted spending re- 
ductions and stimulative, 
broad-based tax cuts. 

In this issue of The Tax- 
payer we examine one possi- 
ble method to help achieve 
these goals. Privatization is an 
old idea with new legs. While 
the benefits of privatization — reduc- 
ing government spending, creating a 
more efficient, competitive and produc- 
tive economy, lowering consumer 
prices, increasing the quality of serv- 
ices and creating jobs — have been ac- 
knowledged for decades, it is only 
now that the concept is beginning to 
take hold. 

Canada lags behind a world-wide 
trend toward privatization. Ottawa 
holds fast in its control of 54 state- 
owned businesses that consumed over 
$10.8 billion of taxpayers dollars last 
year, yet countries as diverse as the 
U.S. and Italy are selling off their 
white elephants in a drive toward fis- 
cal responsibility. 

Why not in Canada? Selling Crown 
corporations would not only reduce 
the annual subsidies these agencies re- 
ceive, but it would also produce bil- 
lions of dollars that could be used to 
speed up deficit reduction and lower 
taxes — exactly what CTF supporters 
want to see. 

Privatization is perhaps the easiest 
and most effective method for achiev- 
ing the goals of a balanced budget and 
lower taxes. It is politically saleable, 
the results are immediate and the cash 
returns are huge. If ever there was at 
least a partial answer to Canada’s fis- 
cal woes, privatization is it. So what’s 
the hold-up Mr. Martin? Let’s get mov- 
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FEDERATION NEWS RELEASE: 


MASSE WOULD COMMIT TAXPAYERS 
TO NEVER-ENDING DEFICITS 


EDMONTON - A proposal from 
Treasury Board President Marcel Masse 
would result in a perpetual annual deficit 
of $9 billion, increasing the federal debt 
and indefinitely postponing any hope of 
significant tax relief, according to the 
Canadian Taxpayers Federation. 

Research Director Mitch Gray was 
responding to comments made by Masse 
in an interview with the editorial board 
of the Ottawa Citizen. Masse was 
quoted as saying, “By that point [1998- 
99]... we'll be in a position to start in- 
creasing expenditures of government 
again, probably at the same rate as the 
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comments in a run-up to the pre-budget 
meeting of the Liberal caucus in Quebec 
City. 

The Federation pointed out that, ac- 
cording to the Department of Finance’s 
estimates, the deficit in 1998-99 will to- 
tal $9 billion. “Increasing spending at 
the same rate as revenues in 1998-99 will 
result in an increase in the federal debt 
of $9 billion a year,” Gray said. 

“Marcel Masse, as President of the 
Treasury Board, is supposed to be the 
guy who says “NO’ to increased spend- 
ing — he’s supposed to be the guardian 
of the public purse. Instead, he’s talking 


of taxpayers,” Gray said. 
Gray noted that increasing expendi- 
tures to match revenue growth before 
balancing the budget would lead to 
more spending on interest and less on 
programs. “Ottawa will be spending 
more money all right - but more and 
more will go to pay interest and less and 
less will be available for programs.” 
Gray also questioned where in- 
creased expenditures would be allo- 
cated. “Aside from the extra interest 
costs, Canadians can probably expect 
more tax dollars to be wasted on hand- 
outs to multi-million dollar businesses 


growth of revenues...” Masse made the 


about piling up more debt on the backs 


and special interest groups. 


Masse 


should clarify ex- 
actly who will be 
receiving more 
money." 


“We've al- 
ready seen the 
results of politi- 
cally-motivated spending. _ Billions 
spent on the Infrastructure Program, for 
instance, have had no impact on job crea- 
tion or economic growth. What Canadi- 
ans need is a balanced budget and tax 
cuts — that’s the only way to get the 
economy rolling and put people to 
work." 


Senate snooze 


f you’ve ever wondered 

what goes on in patronage 
heaven, otherwise known as the 
Senate chamber, chances are you 
may wish you had never asked. 
Apparently, a staff member has 
been assigned to sit in the Senate 
sitting room to record whether a 


Senator reads, smokes or sleeps 
after entering the room. The next 
question has to be whether any- 
one really wants to know. 


Children, 
children... 


T= Canada’s recent trade 
mission to Asia was quite a 
show. Taxpayers spooned up dol- 
lars for the Prime Minister, the 
provincial premiers, and the terri- 
torial leaders to all ride in sepa- 
rate cars during the trip. This was 
apparently decided after Quebec 
Premier Lucien Bouchard re- 
fused to ride with his peers ina 


series of minivans. Of course, 
then came the question, as to 
which car should go first? To pre- 
vent any further childish bicker- 
ing on the international stage, it 
was decided that the motorcade 
would travel in the order the 
provinces joined Confederation. 

What’s perhaps even more dis- 
turbing about these international 
junkets, is that trade with many of 
these countries actually drops after 
being. visited by Canadian politi- 
cians. For example, a year after 

the trade mission visited 

China and India, Canada’s 

sales to these countries 

dropped by over 16%. Even 

more interesting is that in 

both these instances, while our 
sales dropped, Canada actually 
ended up purchasing more goods 
from them than we had the pre- 
vious year. 

Other countries in which there 
has been a noticeable drop in trade 
after similar visits were Hong 
Kong, Argentina, Uruguay and 
Pakistan. 


Taxpayers pay 
for inmate’s sex 
change 


n inmate at Bowden Insti- 
tion, serving time for 
robbery, is getting a sex change, 
courtesy of Canadian taxpayers. 
The prisoner has been diagnosed 


as a transsexual and is in the proc- 
ess of taking appearance-altering 
estrogen treatments. The cost of 
such an operation is approxi- 
mately $1,200, and estrogen re- 
placement treatment will con- 
tinue to run at about $50 a 

month. The strange scenario isn’t 
outside of federal corrections pol- 
icy. While it may be repulsive to 
taxpayers, it isn’t illegal. The 
only question now is: where will 
the inmate serve the rest of the 
sentence - in a male or female 
prison? 


The great wild 
turtle chase 


n Burnaby, B.C., $25,000 

was spent on an environ- 
mental study looking for a turtle 
that wasn’t there. The western 
painted turtle, which is the most 
widely spread amphibian of its 
kind and is nowhere near extinc- 
tion, was uselessly hunted for 
eight months at taxpayers’ ex- 
pense. 

Councillor Doreen Lawson 
pushed for the investigation fear- 
ing that somehow the turtle may 
become endangered because of a 
trail the city was planning on put- 
ting in. Axys Environmental Con- 
sulting of Vancouver was com- 
missioned to search Deer Lake 
for the western painted turtle. 
Their report concluded that the 
turtle may have lived in the area 


as recently as 1994; but no one is 
sure. The study stated that people 
may have mistakenly thought 
they saw a western painted turtle, 
or if it existed, it may have been 
crowded out by non-indigenous 
turtle species or captured by peo- 
ple. 

Councillor Lawson is not 
sorry that the investigation she in- 
stigated was a complete waste of 
taxpayers’ dollars. With the great 
wild turtle chase now behind 
them, Burnaby can now proceed 
with the trail. 


Big car 
expenses but 
no licence 


Wie he has one of the 
smallest ridings in Al- 
berta, Liberal MP John Loney of 
Edmonton North has the biggest 
travel expenses, despite being un- 
able to drive because of an im- 
paired driving conviction. The 
MP was paid $82,305 for airfare, 
taxis and car expenses. This was 
nearly twice as much as other Ed- 
monton MPs. The next highest 
was fellow Liberal Judy Bethel 
who came in at only $49,000. To 
put it into perspective, Natural 
Resources Minister Anne McLel- 
lan’s total travel bills as minister 
were $91,000 to represent Can- 
ada at constituency, national, and 
international events.™ 
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Paradise lost 


Paradise regained 


by Dean Smith 


NEW*ZEALAND’ S*REBIRTH 


n 1984, New Zealand 
was a nation in crisis. It had debt com- 
ing due, no money to pay it with, and 
no one willing to provide financial as- 
sistance. For all intents and purposes 
the country was bankrupt. 

It came as a shock. At that point, 
only third-world countries had ever 
come face-to-face with a debt crisis. 
The New Zealand disaster, however, 
served as a wake-up call, because for 
the first time it was recognized that any 
country could be brought to its finan- 
cial knees. 

In a dramatic move, the New Zea- 


land Labour government, led by Fi- 
nance Minister Roger Douglas, initi- 
ated a series of massive reforms of the 
country’s economy. Crown corpora- 
tions were privatized. The massive gov- 
ernment bureaucracy was slashed. Sub- 
sidies to business and agriculture ended 
almost overnight. 

State-owned monopolies, such as the 
national telephone system, were opened 
up to competition. Industries formerly 
dependent on tariffs on foreign goods 
to protect them, saw the tariffs re- 
moved, forcing them to operate more ef- 
ficiently, or fail. The end result was a 


dramatic drop in prices, benefiting such 
industries as agriculture where exces- 
sively high input costs dropped signifi- 
cantly. 

The massive restructuring that fol- 
lowed wasn’t without its problems. Dur- 
ing the period of reform, unemploy- 
ment jumped sharply to nearly 11% in 
1991. Social critics claimed the re- 
forms had gone too far and demanded a 
return to the former way of governing. 
They rationalized that the government 
should be able to fix its problems pain- 
lessly. But a country can’t spend like a 
drunken sailor for 20 years without ex- 


WHERE IN THE WORLD? 


by Tanis Niemcow 


According to the Vancouver-based Fraser Institute, Can- 
ada is still one of the most indebted countries in the world. 


the third-highest debt, just below Italy and Belgium. 


When you look at Canada’s ranking within the G-7 
countries, the seven.most industrialized coun- 


Out of the 151 countries surveyed this past year, 
Canada ranked in the top 40%, coming in as the 
61st most indebted nation. This survey ranks the 
country’s debt as compared to its ability to pay. 


This is disturbing news considering we are 
keeping company with such economic power- 
houses as Albania and Pakistan. 

Worse yet, Canada has lent money to coun- 
tries who have lower levels of debt than we do. 
According to the 1995-96 Public Accounts, we 
have lent $2.9 billion to countries who are less 
indebted than Canada. For example, as of 1995- 
96, Canada had loans outstanding to the Ukraine 
(which ranked 7th for least indebtedness), Lithu- 
ania (ranked 8th) the United Kingdom (49th), 
and Argentina (which ranked 31st). 


Other countries like India, Peru, Lebanon, El 
Salvador and China also have been lent money 
and have less debt than us. 


tries of the world, we have the second highest 
debt load. Italy again came first, but with the 
economic and political chaos that surrounds 
that country, to find ourselves mentioned in the 
same breath is a poor indication of Canada’s 
state of affairs. 


The Fraser report states that Canada’s high 
levels of taxation, as compared to other G-7 
countries, is one of the major reasons our debt 
is such a problem. According to a study con- 
ducted by the Canadian Institute of Actuaries, 
Canada has the highest personal income tax 
rate of the G-7 countries, the second highest in- 
direct and “other” taxes, and fourth highest cor- 
porate tax. This leads to high interest rates and 
chronically high unemployment levels, two 
problems that feed the debt. 


Unless immediate action is taken to balance 
our budget, Canada will continue to be ranked 


Out of the 20 high-income OECD (Organization for Eco- 
nomic Cooperation and Development) nations, Canada has 


terms of debt. = 


among the third-world nations of the world in 


periencing a hangover the next day. 

Through this difficult period of ad- 
justment, New Zealand’s industry be- 
came more competitive. The inefficien- 
cies of the old system that kept prices 
high started to disappear. Suddenly, 
New Zealand products were in demand 
around the world. 

By staying the course, New Zea- 
land’s Labour and Conservative govern- 
ments, which each held power during 
this period, have witnessed one of the 
most dramatic turnarounds of a state 
economy in the last 50 years. A paper 
entitled Economic Reform in New Zea- 
land 1984-95: The Pursuit of Effi- 
ciency, published in the Journal of Eco- 
nomic Literature, shows the New 
Zealand economy is now on the road to 
recovery. 

The growth of the GDP has gone 
from a 2% decline in 1991 to a healthy 
4% increase in 1995. Today New Zea- 
land has one of the fastest growing 
economies in the industrialized world. 
Along with this economic growth, un- 
employment has fallen sharply to just 
6% in 1995, nearly half of what it was 
four years earlier. This happened de- 
spite a reduction in the number of gov- 
ernment employees from 290,100 in 
1988 to 224,400 in 1995. 

As well, since 1993, the New Zea- 
land government has run three straight 
surpluses and suggested in their 1995 
budget that tax cuts would soon be in 
the offing. Their debt as a percentage of 
GDP has declined from 55% in 1991 to 
35% in 1995. This was due to the 
growth of the economy and the fact that 
the government had started to pay 
down its debt. 

Because they bit the bullet 12 years 
earlier, the worst is now over for New 
Zealand. Its turnaround clearly shows 
that a country can be brought back 

_from_the edge of the fiscal abyss.m ___: 


~~ 
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How much of Canada’s federal 
debt is due to interest? 


This year, the federal 
debt will pass the $600-bil- 
lion mark. This debt is 
made up of two compo- 
nents. The first is what the 
government had to borrow 
because it spent more 
money on programs than it 
earned in revenues. The sec- 
ond is the unpaid interest 
payments that have accumu- 
lated over the years. 

Many look at the reign of 
Pierre Trudeau during the 
70s, as the beginning of 
Canada’s fiscal problems. 
Jean Chretien served as a Fi- 
nance Minister during the 
period when J.J. Macdon- 
nell, Canada’s Auditor Gen- 
eral at the time, said, “I am 
deeply concerned that Par- 
liament - and indeed the 
government - has lost, or is 
close to losing, effective 
control of the public purse.” 

As the debt continued to 
grow, Ottawa was eventu- 
ally forced to borrow 
money just to make the in- 
terest payments. So, how 
- much of Ottawa’s debt is ac- 
tually due to overspending 
on programs and how much 


fh) 


CANADIAN 


can be blamed on com- 
pounding interest? The num- 
bers are shocking. 

As of March 31, 1993, 
Canada’s Auditor General, 
Denis Desautels, had calcu- 
lated Canada’s $465-billion 
debt was made up of $426 
billion in interest and $39 
billion in program over- 
spending. 

By March 31, 1996, our 
national debt had climbed to 
$574.3 billion. Of this in- 
crease, $104 billion was di- 
rectly due to unpaid interest. 
This means that only 7.7% 
of the federal debt or $44.3 
billion is a direct result of 
overspending, and the re- 
maining $530 billion is due 
to the magic of compound- 
ing interest. 

This compounding inter- 
est is the reason why the 
Federation has been actively 
promoting a balanced 
budget law at both the fed- 
eral and provincial level. 
The impact of overspending 
by even an insignificant 
amount can have a devastat- 
ing impact on the country’s 
future fiscal condition. = 


Taxpayers 


FEDERATION 


Debt Clock 


i 


sas of February 2896 Sac: eon and 


CANADA'S FEDERAL DEBT 


ERS ann 


LA DETTE PUBLIQUE DU CANADA 


Fal Up 196 Fane Ct 


Licence fees, user fees, health insurance pre- 
miums, unemployment insurance contributions, 
workers compensation - these are all taxes by a 
different name. 

We have payroll taxes, income taxes, place- 
of-business taxes, capital gains taxes, and the 
many expenses, which are tantamount to taxes, 
resulting from government initiatives instruct- 
ing people how to run their business. 

Yet, even though Canada has every type of 
tax imaginable, governments are still trying to 
conjure up more: their only concession to the 
public anger is to try to make new tax grabs 
more innocuous, 
less direct. 

In the last 
year’s federal 
budget, Ottawa 
“adjusted” pen- 
sions, resource 
taxation, and trans- 
fers to the prov- 
inces, and as night follows day, 1997 will see 
more adjustments. 

Governments blithely carry on, encouraged 
by bankers and economists, overwhelmed with 
tunnel-vision certainty that budget deficits are 
our only problems. 

They know not what they do. They have no 
comprehension of the strong links between 
taxes levied, wealth creation, job creation and 
taxes generated. 

The higher the collective tax burden, the less 
entrepreneurial effort, the fewer jobs and the in- 
creasing focus on tax avoidance, but they will 
not see it. 

More than anything else, high taxes on both 
labour (at all levels), and the people who put up 
the capital, are choking real economic activity. 

And the very people who should be provid- 
ing sound counsel to governments, the banks 
and bond dealers, have financed so much gov- 
ernment activity and so many deficits that they 
now find themselves with many more loans to 
government than to business. 

They are consequently (and incredibly) sup- 
portive of government’s high-tax policies. 

Government and banks increasingly appear 
to need each other as much as drug addicts and 
dealers need each other, and they see high taxes 
and a few token cuts in government spending as 
being virtuous and necessary to please their 
bond markets. This might be so in the short 
term, but these policies mitigate against wealth 
creation, jobs and the tax base. 


uest Column 


OUR COUNTRY’S SURVIVAL REQUIRES A 
DECISION TO REDUCE TAXES 


by Murray Pollitt - Murray is a Toronto stockbroker and a 
director of several manufacturing and mining companies. 


The great tragedy of Canada is that one can 
rent manufacturing space here more cheaply than 
in Bombay, yet place-of-business taxes and so on 
make it more expensive. Likewise, there is noth- 
ing excessive about blue-collar wage levels in 
Canada, but payroll taxes and foolish regulations 
make the cost of labour far higher than workers 
generally understand. And workers themselves 
take some mighty tax hits between gross and net 
pay. 

Canada should be a great place in which to set 
up shop and would be if it were not for the tax 
load, which makes it a bad place. Go to Carolina, 
go to Mexico, replace people with ro- 
bots, contract out to the underground 
economy, but do not put anybody else 
on the (Canadian) payroll. 

We have reached the extraordinary 
state where companies sometimes bull- 
doze a useful factory to avoid place-of- 


business taxes and Canadian mining companies 
spend more than half their exploration budget 
looking for mines outside Canada. 

And now, just as damaging as our tax load is 
the national and international perception that op- 
pressive taxation will plague Canada forever. 

Even if one layer of government were to re- 
duce its taxes, it’s a good bet another layer would 
move to pick up the reduction. 

Both labour and entrepreneurs are caught in 


_ the middle, and both are doing what they must 


(going away, going underground) for survival. 

Our country’s survival, however, requires a re- 
versal of government policy (a visible reversal) 
and a determination to reduce aggregate taxes to 
levels pertaining in other industrialized countries. 

That may sound simple, but it involves a huge 
shift. Governments must grasp that reducing the 
tax bite to the point where business comes back 
and labour has a little disposable income, is far 
more important than cutting budget deficits. Be- 
sides, if we can get Canadians back to work, the 
deficits will take care of themselves. But if we 
can’t, no amount of taxation or spending cuts can 
rescue us. 
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9 REASONS WHY GOVERNMENTS SHOULD 
" PRIVATIZE STATE-OWNED BUSINESSES 


: by Dean Smith 
While governments around the world are privatizing inefficient, money-losing reasons why provincial, municipal and the federal government should seriously be 
Crown corporations, Canada lags behind the trend. However, there are several good _ considering privatization as an alternative to their present way of doing business. 


Reason #1 
It Saves taxpayers money 


Reason #3 
Crowns have excessive operating costs 


any state-owned businesses 


are big money losers. With un- 


limited government resources, there is 
little incentive to make a profit or run 
efficiently. In the 1995-96 Public Ac- 
counts, Ottawa lists 54 such corpora- 
tions. Many of them lose money, and 
the ones that are profitable are gener- 
ally so because of government inter- 
vention. For example, the Cape 


Reason #2 


_ Breton Development Corpora- 
tion received a $1.7-million sub- 
sidy, but still lost $207 million, 
and the Old Port of Montreal 
Corp., which showed a profit of 
$850,000, needed a federal sub- 
sidy of $3.5 million to do so. 

In addition, the federal gov- 
ernment is on the hook for over a 
half billion dollars in contingent 
liabilities for these Crowns. This 
includes monies they have bor- 
rowed which Ottawa must pay 
back if the Crowns fail to make 
good on their debt. Some, such 
as the Export Development Cor- 
poration, have borrowed hun- 
dreds of millions of dollars on 
foreign markets, and as a result, 
certain bond rating agencies have 
downgraded Canada’s foreign 
debt holdings. These down- 
grades mean Ottawa has to pay 
higher interest rates on all the 
money it borrows overseas. 

Privatization would take tax- 
payers off the hook for such 
losses. 


It restores fairness to the tax system 


oday’s biggest corporate wel- 

fare bums are government- 
owned companies. The Income 
Tax Act provides them with spe- 
cial exemption from paying taxes. 
When a company is privatized, it 
pays taxes to all levels of govern- 
ment, expanding the tax base, and 
restoring fairness to the tax system. 


Privatized companies also 
have a tremendous incentive to 
become more efficient, to grow 
and become more profitable. In 
the long run, this can have a posi- 
tive effect on government reve- 
nues. For example, by 1992, the 
privatized New Zealand Telecom 
sia Conipanywas paying twice as () bY 

VEQO 


4b DILAIN 


much in tax dollars to the New 
Zealand government as it had 
made in total profit in 1988 while 
a government-owned business. 


tate-owned companies have no 

sense of the bottom line. Their 
facilities are often too big and extrava- 
gant. They are often involved in nu- 
merous and unnecessary activities. 
They are bureaucratic, have more staff 
who are paid higher salaries 
and benefits than their pri- 
vate sector counterparts, and 
have little idea of what their 
customers want or need. Pri- 
vatization changes all that. 

A 1995 internal audit of 
CBC found it be overstaffed, 
its facilities underutilized 
and plagued by inefficien- 
cies. CBC’s financial serv- 
ices and human resources 
department had twice the 
staff as similar organizations 
in the private sector. At its 
two major production cen- 
tres in Montreal and 
Toronto, employees-were 
utilized between 41% and 
83% of the time. At times, 
camera operators needed to 
call in special personnel to 
move a single chair. English 
TV didn’t have a complete 
picture of its production 
costs nor did it regularly 
measure the difference between costs 
of production and advertising revenue 
on sports and drama programs, yet it 
still set advertising rates. Would a pri- 


Reason #4 


vate-sector company function 
so inefficiently? 

These businesses can be 
turned around. For example, in 
1982, the New Zealand state- 
owned railway company was 


transporting 100 tons of goods 
for every employee; by 1993 it 
was shipping nearly 250 tons 
per employee. 


It removes opportunity for political patronage 


overnment-owned busi- 

nesses are a favourite tool 
for politicians to reward their 
friends with plum government 
jobs. The Crown landscape is lit- 
tered with high profile examples. 
Canada Post, for example, is being 


ister Andre Ouellet, first elected as 


an MP in his late 20s. Former 
Conservative cabinet minister, 
Perrin Beatty is in charge of 
CBC. 

While it’s not difficult to see 
why politicians might be pleased 
with the patronage process, Cana- 


-tunby former,Liberal cabinet minx , ,. .dians’ interests aren’t being best 
«served. . he! ed 
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it takes away Crowns’ unfair atlvantage 


n 1990, Crown-owned VIA Rail 

privatized its money-losing route 
between Vancouver and Jasper. It 
was purchased by the Great Cana- 
dian Railway Company (GCRC). In 
four years GCRC turned the route 
around. It managed to increase the 
number of yearly passengers by 
514% and make a profit, something 
VIA had been unable to do despite 
its yearly taxpayer-supported sub- 
sidy of approximately $318 a passen- 
ger. 

Now VIA wants to compete with 
GCRC and run a train along the 
same route. There is nothing wrong 
with competition, but there is some- 


Reason #6 


thing wrong when a company 
risking its own money has to 
compete with a heavily-subsi- 
dized, state-owned corporation 
supported 
in part by 
GCRC’s 
own tax 
dollars. 
The gov- 
ernment 
should pri- 
vatize 

and make | : 
it survive 
on its own. , 


State-owned businesses can become cash cows 


rown corporations, where 

governments provide a mo- 
nopolistic service, prevent compe- 
tition. They force consumers to 
buy from the state-run business. 
With their ability to set any price 
they want, and people forced to 
buy from 
them, govern- 
ments can use 
these Crowns 
to extract 
money from 
the people in 
a less obvious 
way than 
through direct 
taxes. This is 
particularly 
true in Sas- 
katchewan 
where people 
must buy 
their tele- 
= | phone line 


Reason #7 


It has a positive effect on other departments 


ne of the unexpected spin- 
offs of privatization is the 
pressure it puts on other govern- 
ment departments to run more effi- 
ciently and consequently save 
taxpayers’ money. The City of 
Philadelphia estimated this particu- 
« Jar-spin-off effect of privatization - - 
sulted in some departments ° 


service, heat, power, and even car 
insurance from government-owned 
monopolistic providers. 


In 1995, before the government 
was forced to let long-distance car- 
riers into Saskatchewan, SaskTel, 
the state-owned telephone monop- 
oly, showed a profit of $191.8 mil- 
lion based on $646.8 million in 
revenues. To put this in perspec- 
tive, if the Royal Bank had made 
the same rate of returns, it would 
have made a profit of $2.4 billion, 
instead of the $1.4 billion it re- 
ceived. As it was, the $1.4 billion 
represented the single largest profit 
ever recorded by a Canadian com- 


pany. 


Saskatchewan people have been 
hit with massive utility rate in- 
creases over the past few years, far 
exceeding the rates of inflation, as 
their provincial government uses its 
Crowns for a massive tax-grab. 


reducing their spending by 20% to 
30% to prove they could run more 
efficiently. 


Philadelphia’s Mayor Rendell 
stated, “Ironically, privatization is 
the most effective way we know to 


- » estore productivity andthe taxpay- 
- ers’ faith in government.” 


$499 puillion which 


nVCHZOtON 
Reason #8 


It releases the company to succeed 


n the early 1970s, the NDP gov- 

ernment took over a number of 
potash companies, creating the Pot- 
ash Corporation of Saskatchewan 
(PCS). In government hands, the 
once-profitable companies started los- 
ing money to the tune of approxi- 
mately $100 million each year. 

After being privatized in 1989 by 
a Conservative government, the com- 
pany made a remarkable turnaround. 
Within two years, PCS was making 
hundreds of millions of dollars in 
profit, instead of losing money. The 
company has expanded to become the 
largest potash producer in the world. 
Even the company’s unions acknow- 
ledge short-term pain such as layoffs 
has paid big dividends in the long 
term. There is no better job security 
than a company making a profit. The 
following acquisitions show the 
strength of the privatization argument. 
w 1990 - Purchased Saskterra, another 

Saskatchewan-based potash pro- 

ducer. 
w 1991 - Purchased the assets of the 

Florida Favourite Fertilizer Com- 


rivatization provides govern- 

ments with the opportunity to 
reduce their debt loads. For example, 
Ottawa recently used $1.5 billion gen- 
erated from the sale of its air traffic 
control system to reduce this year’s 
deficit. The recent privatization of the 
Manitoba Telephone System provided 

which; will be used by 

the government © 


pany in Florida, Georgia and 

Alabama. 

w 1993 - Bought the Potash Com- 
pany of America and added a 
conventional mine in New 
Brunswick and a solution mine 
in Saskatchewan. 

w 1996 - In March, it purchased 
Texasgulf of North Carolina for 
US$819 million and bought the 
Phosphate Division of Occiden- 
tal Petroleum for US$286.5 mil- 
lion, and in September it agreed 
to buy controlling interest in Kali 
Und Salz, the largest potash pro- 
ducer in Germany for $500 mil- 
lion. It then acquired Arcadian 
Corp. of Memphis, Tenn., the 
largest nitrogen producer in 
North America, for US$1.8 bil- 
lion. 

This means that profits from 
around the world are now pouring 
into Saskatchewan. The Potash 
Corporation has come a long way 
from its days as a state-owned 
Crown when it needed regular 
bailouts from the government. 


to reduce 
the prov- 
ince’s debt. 
In 1996, 55 countries were in- 
volved in privatizing state-owned 
businesses and generated over 
US$86 billion in revenues. Many 
were able to reduce their debt 


loads and nowy, hayg, less interest 


to pay. 


® 
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Answering 


Or: the years a number of 
arguments have been put 
forward as to why governments 
shouldn’t privatize. Much of the 
criticism comes from those with a 
vested interest in big government, 
such as social activists, politicians and 
public-sector union bosses. The 
following is an overview of their 
objections, and a response to some of 
their criticisms: 


1. Why sell something 
that’s making a profit? 


ood question. First, they don’t 

pay many of the taxes paid by 
private corporations, which skews the 
final profit figures. In addition, they 
are often subsidized through grants 
and low-interest loans (usually 0% 
interest and often written off). 
Governments also give money to 
Crowns under the pretense of 
increasing its equity or share in the 
corporation, but these are little more 
than grants, as state-owned companies 
are seldom worth what governments 
have invested in them. 

In monopoly situations, where 
consumers are forced to buy from the 
Crowns, the prices can be so high that 
no matter how inefficient the 
state-owned company is, it still makes 
a profit. This overpricing is little more 
than a tax. In other instances, the 
governments give their Crowns so 
much business that despite their 
inefficiencies, they still make money. 

At the federal level, for example, in 
1995-96, Ottawa’s 54 state-owned 
businesses made a profit of $1 billion, 
but this so-called “profit” cost 
taxpayers $10.8 billion, including $5.2 
billion in direct federal subsidies and 
capital investment, $2.8 billion in 
write-offs and adjustments and over 
$2.7 billion in government business. 
These are the kind of deals taxpayers 
can do without. When you remove the 
$1.8-billion profit made by the Bank 
of Canada, the remaining 53 Crowns 
actually lost $830 million. 

As well, taxpayers rarely get any of 
the profits made by state-owned — 
companies. That only happens if the 
Crown pays a dividend to the 
government. Usually, the Crowns 
keep all or part of the profits, paying 
at best only a partial dividend to 
taxpayers. For example, last year the 
federally-owned Canada Ports Corp. 


~ 


Privatization: Putting money 


back into 


fHeHatids of 


taxpayers 
by Dean Smith 


made a profit of $9.5 million but only 
paid a dividend to the taxpayers of 
$309,000 (see page 25 - for a 


~ breakdown of the federal Crown ). 


2. It’s a right wing 
ideology. 


hose who oppose privatization 

claim it’s being driven by a 
right-wing agenda. Yet, privatization 
is being embraced by governments 
around the world of all political 
stripes. Whether socialist governments 
in France, Italy and New Zealand, or a 
conservative government in Britain, 
privatization has become a world-wide 
trend. Even Communist China has 
sold state-owned businesses such as 
the Guangdong Kelon Electrical 
Holdings for US$97 million, and the 
Guangshen Railway for US$470 
million. And there is more on the way. 

By putting aside their political 

biases, governments can reduce their 
debt and turn stagnant economies 
around. Those opposed to 
privatization are the ones stuck ina 
political rut. 


3. Employees earn less. 


n many cases the pay remains the 
same. If the employees belong to a 


_ union, they normally stay unionized. 


However, even if pay cuts are * 


made, the cuts simply bring 
them into line with what 
workers in the 
private-sector are earning. 
On average, government 
employees earn 20% to 


e 
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the critics of privatization 


When air traffic control was sold by 
Ottawa for $1.5 billion, government 
employees were laid off one day, received 
a government severance averaging $18,000 
each, and then started their new jobs the 
very next day. Hardly unfair. 

When job losses are associated with 
privatization, opponents call it downsizing, 
but in fact, it’s simply right-sizing. If the 
same job can be done with 15% fewer 
employees, do those extra employees have 
real jobs or is it simply 
another form of welfare paid 
for by your taxes or through 
higher prices? 

As well, job losses 
associated with privatization 
are often just short-term. 
When the New Zealand 
government privatized its 
national telephone company, 
New Zealand Telecom, in 
1992, its labour force dropped 
from 27,000 employees to just 
13,000. However, these job 
losses were quickly made up 
by an influx of new 
companies that the 
government allowed into the 


30% more than their : marketplace, many of them 
rivate-sector peers. started by former Telecom 

* On the oka there Privatization benefits employees. Today there are 

have been instances of consumers more than 500 new companies 

employees making in the telecommunications 


significantly more after privatization, 
because the government allowed them 
to buy the state-owned business 
themselves. The employees then have 
a direct interest in seeing the business 
run more effectively. This was the 
case at National Freight, the British 
government’s money-losing trucking 
company that was privatized in 1984. 
The government sold it directly to the 
employees. The company went from 
being a perpetual money loser to 
making a profit of nearly $200 million 
(Cdn). As a result, the value of the 
company’s shares jumped from 1£ in 
1984 to 100£ in 1992, literally turning 
truck drivers into millionaires. 


4. Privatization 
destroys jobs. 


| t almost goes without saying that 
state-owned businesses are 
overstaffed, as political parties stuff 
them with their friends. Still, in many 
instances,,there are few, if any job 
losses, brought on by privatization. 


field with well over 30,000 employees. 


5. Consumers will have to 


pay more. 
tudies have shown time and again, 


that if the government sets up 
competition through the privatization 
process, prices invariably go down. In the 
five years since England broke up and 
privatized its electrical monopoly, 
electrical rates have dropped and pollution 
has been reduced. While seemingly 
unrelated, since the companies were now 
competing with each other they 
immediately saw the need to modernize 
their plants in order to become more 
competitive. This had the two-fold effect of 
reducing both prices and pollution. 

In Saskatchewan, people were forced to 
buy their phone service from a state-owned 
monopoly. However, when Ottawa forced 
the provinces to allow competition in the 
long-distance market, SaskTel started to 
make significant cuts in its long distance 
prices. The Crown still has a monopoly on 
private line rentals and has threatened to 


Continue following page 
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Continued from previous page 


increase its rates to absorb lost 


revenues. It has put off the decision and 
is instead looking at ways to run more 
efficiently. A line rental increase could 
easily backfire and result in a mass 


exodus to the long-distance 
competition. 


Britons are enjoying less pollution: 
and lower power rates asta : 
of privatization. 


Privatization 


pipeline using both a state-owned 
company, SaskWater, and a private 
contractor. The private contractor got 
his portion done on time and within 
budget. The Crown corporation was 
months behind schedule and way over 
budget. The government portion had so 
many leaks in it that it was jokingly 
referred to as a “water sprinkler” and 
the private contractor eventually had to 
be sent in to repair the government’s 
work. Why the difference? The private 
contractor knew he would be held 
personally liable for any problems and 
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and agencies surveyed had even 
bothered to find out if the services they 
were providing were actually needed. 
Fewer had gone the extra step to see if 
customers were satisfied with how the 
services were being delivered. There 
were instances where, during peak 
business periods, clients were getting 
busy signals on the phone 19 out of 20 
times. One department (taxation) found 
out that its representatives were only 
giving accurate information 60% to 
80% of the time. 

The Auditor stated the surest way to 


6. Privatization means 
lower quality of service. 


f anything, the quality goes up. In 
1993, the Saskatchewan 
government decided to build a water 


time delays. What accountability does a 
state-owned company have? 

A recent study by Canada’s Auditor 
General shows government is totally 
out-of-touch with consumers. The 
study said only half the departments 


improve delivery, “is to 
change the culture of the 
public service and make it 
more client-focused and 
results-oriented.” 

When state-owned 
businesses are privatized, 
quality will invariably go up 
because if customers’ 


expectations aren’t met, they will 
simply go elsewhere. In situations 
where there is no competition, 
governments can ensure quality by 
imposing stiff penalties or forfeiting 
contracts. m 


n July 1994, Ottawa 


announced it would be 
transferring major airports 
over to locally-based 
Canadian Airport Authorities, 
who in turn would lease the 
facilities from the federal 
government. Smaller airports 
would be turned over to 
community interests. 

In the process, Ottawa hopes 
to make airports responsible for 
their own operations, including 
raising their own revenues. By 
March 31, 2000, federal subsi- 
dies for all but designated air- 
ports are scheduled to come to 
an end, saving taxpayers $100 
million a year. 

As part of the package, 
Ottawa sold its Air Traffic Con- 
trol system for $1.5 billion last 
year to a non-profit corporation 
called Nav Canada, which will 
eventually be responsible for its 
own fiscal operations. 

But these moves.come almost 
ten years too late. In 1985, Can- 
ada’s Auditor General, Kenneth 
Dye, said Canada’s state-owned 
airports were costing far more 
than their counterparts in the 
U.S. This, he said, was because 


US. oro. to raise their 


own funds and even borrow 
money for expansion, forcing 
them to run more efficiently. Be- 
ing responsible for your own 
survival has a way of forcing 
financial discipline. 

Dye stated that Canadian air- 
ports (CAs) tended to overbuild 
their facilities resulting in both 


by Dean Smith 


RR ce oo oc germs ene nee ema ad COR 
10 YEARS LATER - OTTAWA FINALLY DECIDES T0 SAVE SOME MONEY 


higher capital and maintenance 
costs. In particular, he cited air- 
ports in Calgary and Regina that 
went ahead with new construc- 
tion without a commitment from 
airlines to pay for the additional 
space. As well, since airlines in 
Canada generally don’t pay the 
full cost of the services they re- 
ceive, there was a tendency to 
demand facilities they otherwise 
wouldn’t want. In the US, air- 
ports function more as a facilita- 
tor, only expanding when 
airlines are willing to pay for the 
upgrades. 

The Auditor also found that 


CAs were overstaffed by as 
much as 40% compared to their 
U.S. counterparts. This was par- 
ticularly true in maintenance 
where personnel is designated to 
do only specific tasks. In Ameri- 
can airports, workers are al- 
lowed to perform multiple tasks. 

In addition, Dye suggested 
that CAs were missing opportu- 
nities to generate additional 
revenues from unused airport 
land, primarily because federal 
handouts gave them little incen- 
tive to do so. There were in- 
stances where airports had not 
bothered to increase rental 


charges for private plane storage 
for years. In one airport, reve- 
nues were down 46% simply be- 
cause they had not increased 
their rates according to inflation. 

Although late, Ottawa’s 


moves should go a long way to 
bringing new efficiencies into 
the airport system. The next step 
should be to sell the airport fa- 
cilities and use the money to re- 
duce the federal debt. = 


Privatization by the year 2000 


According to a June 1996 study produced by the US 
investment bank, Morgan Stanley, the world could see record 
privatization sales over the next three years. The report, written 


by Richard Davidson and Markus Rosgen, stated that by the year 
2000 they expect to see between $200 million and $300 million 
in privatization sales in Europe alone. The country with the largest 
number of businesses to sell is France, followed closely by Italy 


and Germany. @ 
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Privatizing prisons: 


Capturing an old idea 


Hivatizarin, 


by V. J. Schmit 


Stories abound about the 
benefits prisoners currently receive 
courtesy of Canadian taxpayers. It is 
little wonder then that critics are calling 
for an overhaul of the penal system. 

While the idea is little heard of in 
Canada, involving the private sector in 
operating jails has proven to be a way 
to cut costs and roll back bureaucratic 
overhead in the penal sector in some 


governments looking to restructure the 
current costly, and at times ineffective 
system. 

In Britain, the government gave up 
direct control of the prison system in 
1993. Director General, Derek Lewis, 
created a management program to build 
a viable private sector to manage the 
approximately 130 prisons in England 
and Wales. 

While critics question the ability of 
the private sector to provide the same 
level of service, Lewis says one jail. 
purpose in having private sector 
involvement is to help raise the overall 


cells, and the cost per prisoner in each 


While the British experience is still 
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The U.S. 
started 
privatizing 
prisons 
more than 
a decade 
ago. 


a million, and growing at a rate of 7% a 
year. The private experience has been 
SO positive that today privately-run 
prisons account for 3% of all penal 


other jurisdictions. 
The success of private ventures in 
Britain and the United States could well 


standard in the prison system. The 
Prison Department has implemented a 
business plan with a system of 


in the experimental stage, the United 
States started private-sector 
involvement in the penal system more 


institutions in the country. 


The Globe and Mail recently 
explored the issue in a series of articles. 


serve as a indi it i 
: performance indicators which measure than a decade ago. And it is no small They spoke to several experts on the 
model for everything from assaults and escapes to _ business. The United States federal and : 
Canadi : i ; : See operation of private prisons. Mark 
anadian the time prisoners spend out of their state prison population is currently over 


Hodges, executive director of the State 


our-year delay 


costs Canadian taxpayers millions 


of dollars 


In the 1992-93 federal budget, then Finance Minister Don 
Mazankowski announced Ottawa would be privatizing a 
number of government-owned businesses. Included in this 
list was the Cape Breton Development Corporation (CBDC), 
the largest coal producer in Eastern Canada, which was 
formed by an Act of Parliament in 1967. 

Unfortunately, the government’s failure to act at that time 
has resulted in millions of additional tax dollars being sunk 
into what some consider to be a bottomless pit. In 1995, 
Ottawa gave the corporation $25.4 million in subsidies, $38.5 
million in 1994, and $31 million in 1993. That amounts to 
nearly $100 million in additional subsidies since the decision 
to privatize CBDC. 

Furthermore, between 1992 and 1996 the company lost 
over $400 million. The loss in 1995-96 of $207 million was 
based on revenues of just $181 million. CBDC lost more 
money last year than it earned in total revenues. 

Over the years, Ottawa has treated the corporation as little 
more than an expensive welfare program. In 1988, with 


coal. But, with Ottawa intending to privatize it, the 
number of employees was cut back to make it run 
more efficiently. By 1992, the company had 2,554 
workers producing 4.2 million tonnes of coal. It had 
managed to increase production by 30% after cutting 
the number of employees by 25%. 

Yet despite further job reductions, the state-owned 
company continues to lose money. Part of the problem 
is that coal is becoming an energy source of the past. 
But for political reasons, Ottawa insists on supporting 
a company whose future is behind it. 

Under private ownership, this mine could 
potentially turn around. New and more efficient 
equipment may be needed which would require 
additional capital, perhaps more aggressive marketing, 
and even further cuts; but with increased efficiency the 
company may be able to price its products more 
competitively without losing millions of dollars. 

While there may still be a future for CBDC, it will 


3,435 employees, CBDC produced 3.3 million tonnes of _ 


tT httT 


of Florida Correction Privatization 
Commission, says private firms cost 
about 10% less to operate than state-run 
facilities. He also says union fears 
about private systems have proven to 
be unfounded. In fact, he says there’s 
been a tremendous change of attitude, 
with employees becoming very 
motivated and results oriented. 


Charles Thomas, a criminology 
professor at the University of Florida, 
says private facilities can operate more 
cheaply and effectively than 
government prisons. Thomas, a leading 
expert on the operation of prisons by 
private companies, says that in Texas 
the cost per prisoner each day runs 
about $45 at government-run facilities, 
whereas privately-run prisons are 
substantially lower with the per-day 
cost running at about $35. 

Quality is obviously not-being 
sacrificed as there are fewer complaints 
from prisoners about their treatment in 
private centres. As well, there are fewer 
legal actions taken against privately-run 
centres compared to government-run 
competitors. Thomas sees this as an 
indication that prisoners are well 
treated. 


Given the state of Canada’s financial 
affairs, and the success that other 
countries have had with privatizing 
their penal systems, it is worth 
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] he final figures are in. Last 
year was a record year for pri- 

vatization as governments around the 

globe unloaded more state-owned busi- 

nesses as a means of reducing their 

debt loads and turning their respective 

economies around. 

According to the periodical, Privati- 
zation International, privatization sales 
this past year exceeded US$86 billion. 
This is up US$13 billion over 1995 and 
substantially higher than the US$64 bil- 
lion sold in 1994. The 1996 leaders in 
privatizations were Germany at 
US$14.8 billion, followed by England 
at US$9.5 billion and Italy at US$8.1 
billion. 

Telephone companies were a favour- 
ite this past year, anchored by Ger- 


It’s cheaper! 
It’s better! 
It’s privately owned! 


by Dean Smith 


Privatization 


many’s sale of Deutshche Telekom for 
US$13.3 billion. In addition, Peru sold 
its remaining 23% share in Telefonia 
del Peru for US$1.24 billion. The Gov- 
ernment of Portugal unloaded Portugal 


1996 privatizations 
generate record 
revenues for 
governments 
worldwide 


Telecom 2 for US$932 million. As 
well, the sale of the Manitoba Tele- 
phone Company for $800 million 
leaves Saskatchewan with the only 
state-owned telephone company in 


page 11 


North America. 

Some of the more unusual privatiza- 
tions last year included the sale of Bul- 
garia’s Sheraton Hotel for US$22 
million, and Japan sold a tobacco com- 
pany for US$2 billion. 

England sold Railtrack, which was 
the holding company for all the coun- 
try’s rail lines, signal equipment, etc., 
for US$2.9 billion. Britain’s privatiza- 
tion of British Rail was unique. By 
breaking it up into 75 different rail 
lines, the government could ensure a 
competitive marketplace that will keep 
the quality of service high and prices 
down. 

Privatization is proving to be a world- 
wide solution for governments trying to 
get their fiscal houses in order. = 


hen it can be 
proven that a 
vital service such as 
fire-fighting can be success- 
fully provided by the private 
sector, then virtually any gov- 
ernment department could be 
privatized. 

Over the years, Scottsdale, 
Arizona, has caused quite a 
stir with its decision to use the 
privately-owned Rural/Metro 
fire department (RM) to 
provide fire protection for its 
city. Since 1952, an increasing 
number of U.S. communities 
are using private fire 
protection. Whether in 
Savannah, Georgia, East 
Ridge, Tennessee, or 
Josephine County, Oregon, 
taxpayers are paying up to 
50% less for fire-fighting 
because of private fire service. 

Although an unusual 
feature in North America, 
privately-owned fire 
companies have been used for 
decades in countries such as 
France and Denmark; the 
latter has traditionally had the 
lowest spending per GDP on 
fire protection of any 
industrialized country. One of 
the largest privately-owned 
fire protection companies in 
Denmark, the Falck Group, is 
owned by seven insurance 
companies who have a keen 
interest is making sure fire 
destroys as little property as 
possible. 

Yet despite international 
acceptance, concerns have 
arisen in North America, 
raised primarily by fire 
department unions concerned 
about the : ia into a once 


public domain. These 
objections have resulted in 
numerous studies being 
undertaken to compare the 
quality and efficiencies of 
private versus public fire 
departments. 


A 1978 study by the 
Berkley-based Institute for 
Local Self-Government found 
that of the cities with 
publicly-run fire departments 
surveyed, RM had the fastest 
response time despite having a 
coverage area nearly twice as 
large as the other cities. In all 
areas tested, its quality of 
service was equal to or better 
than that of public operations. 
On a per-capita basis, RM 
cost 44% less than the public 
operations. A 1989 study 
undertaken by the 
Virginia-based University City 
Science Center also compared 
RM’s performance with a 
number of publicly-run 
stations. It found that at $13 
per capita, Scottsdale was 
41% below the average for 
dollar losses due to fire and its 
costs were 46% lower. 


So how is RM able to offer 
quality service at such a low 
price? For one, the company 
has been owned by its 
employees since 1978. They 
have a direct say in how the 
business is run. 


Innovation and need were 
also a factor. The company 
needed to provide quality 
service while keeping the 
costs low because there are a 
number of private 
fire-fighting services 
competing for their business. 


As well, at any time, 
Scottsdale could revert back 
to a publicly-run force should 
RM fail to meet safety 
standards. 


With this in mind, the 
company introduced a number 
of money-saving innovations, 
now used by other fire 
departments across the U.S. 
These include a portable fire 
hydrant system that allowed 
the city to reduce its number 
of fire hydrants by half. It 
developed a remote-control 
robot firefighter for dangerous 
situations and introduced a 
two-pump fire truck, which 
doubled the usefulness of the 
truck at a minimal cost. 


Another area where RM 
achieved big savings was 
through the use of a reserve 
force. Most public stations 
have a permanent force that is 
under-utilized and spends 
much of its time waiting for 
something to happen. RM’s 
reserve force is composed of 
full and part-time firefighters 
who are on call one week out 
of four, and used to fight such 
things as grass or trash fires 
and are only paid if they are 
called in. 


The notion of privately-run 
fire-fighting companies 
challenges the very fibre of 
the social fabric of this 
country. Yet, there is a 
growing awareness that many 
traditional government 
activities, such as 
fire-fighting, can be provided 
just as effectively but at 
much less cost by the private 
sector. m 


PRIVATIZATION 


Over the past 
forty Years, a number of 


third-world countries have joined the fad of 
nationalizing and starting their own state-owned 
businesses. In the past few years, the fiscal realities of 
those early decisions have finally come home to roost. 
Many of these countries, hard hit by high debt and 
struggling economies, are now starting to privatize 
their state-businesses in a desperate effort to turn their 
fiscal situations around. 


Two recent studies by the Brazilian National 


a 


Development Bank have concluded that not only has 
privatization resulted in significant benefits for the 
country, but further privatizations would go a long 
way to improving the country’s fiscal condition. 

The first study looked at the companies that had 
been privatized in Brazil between 1981 - 1989 and 
between 1991 - 1994. In particular, it compared the 
financial state of the companies before and after 
privatization. It concluded that, particularly in the 
later privatizations, the companies showed significant 
improvements in a number of critical areas. Profit 
margins, the number of people employed, profit per 


One of the world's LARGEST 
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Studies have 
shown that the 
privatization of 
state-owned 
businesses in 
Brazil has 
resulted in more 
jobs, as these 
companies 
began to grow 
and prosper 
once in the 
private sector. 


employee, and levels of indebtedness all benefited 
from privatization. The report stated that the 
efficiency increases for these companies was one of 
the most significant benefits of privatization. 

The second study showed that between 1981 and 
1994, Brazil’s state-owned businesses showed a 
negative rate of return of 2.5%. Though some showed 
a profit, taken together they lost money. Between 
1988 and 1994, the government only received a 0.4% 
dividend from these state-owned businesses. The 
study concluded that if the Brazilian government were 
to sell these money-losing companies, it could reduce 
its government debt by as much as 7% of GDP. 


These studies show, that aside from the obvious 
benefits of reducing debt, privatization results in 
significant increases in the economic performance of 
companies and even results in higher tax revenues for 
the government. = 


Even socialistic Italy is 
leaning towards 
privatization. 


PRIVATIZATIONS 


W... could turn out to be 


the world’s largest privatization 
ever, was re-initiated in 1996. The 
Italian government sold an 
additional US$5.9 billion in shares 
in ENT, its huge oil and gas 
corporation. This follows up an 
initial sale of shares in 1995 through 
which the government raised 
US$7.9 billion. It’s not yet possible 
to determine what the full scale of 
this privatization will be, as the 
government has yet to sell all of its 
holdings. 

What is most surprising about 
this sale, aside from its size, is 
where it’s coming from. The 


privatization was initiated by the 
left-leaning government of Prime 
Minister Romano Prodi. His current 
coalition government is built on the 
support of the Democratic Party of 
the Left (Italy’s old communist 
party) which holds 45% of the seats 
in the House of Deputies. 


Despite its political leanings, 
Italy has more on its privatization 
agenda than just EN/. The 
government is turning its Ministry of 
Post (post office) into a public 
operation with plans for 
privatization. It also plans to sell 
ENEL - the electric company, Stet - 


a telephone company, RAI - their 
state-owned TV station and as well, 
Cinecitta - its Hollywood-style 
production studios. 

Over the past few years, Italy has 
been actively involved in 
privatization, selling banking and 
lending institutions such as Banca 
Commerciale Italiana, which went 
for US$1.83 billion. 


At the regional level, local 
municipalities have also been selling 
off their electrical and water utilities. 
This list will soon include the 
money-losing Centrale del Latte, a 
dairy owned by the City of Rome. m 
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title to the land.” 


| by Mitch Gray 


“We are the true owners of British Columbia. The 
Indians across the province own everything - the rivers, 
the trees, the bugs, the animals. You name it. 
Subsurface rights, the air, the rain, the whole shot. 
That's what we mean when we say we have aboriginal 

- James Gosnell, a former Chairman of 
# Nisga’ Tribal Council. 


THE COST OF CANADIAN APARTHEID 


Penc of apartheid, the division 
of law and government based on 
race, resulted in incalculable suffering for 
the people of South Africa. It also cost that 
nation billions of dollars in lost exports 
due to trade sanctions imposed by a world 
disgusted with a policy based on the princi- 
ple of separate but equal. 

Fortunately, for South Africa, the costs 
of apartheid have been largely eliminated. 
Canada may not be so lucky. A few 
weeks ago the federally appointed Royal 
Commission on Aboriginal Peoples 
(RCAP) recommended moving toward a 
“gentler,” Canadian version of apartheid. 


There is no telling what the social 
costs of such a policy might entail (the 
fragmentation of Canadian society, how- 
ever, comes to mind) but one gets a pic- 
ture of what the costs might look like. 


To begin with, the RCAP Report 
(which at $58 million was the most expen- 
sive Royal Commission Report ever) rec- 
ommends increasing annual spending on 


by V. J. Schmit 


hen it comes to 
Bombardier Inc. of 
Montreal, it’s a hard 
call to make whether Ottawa is sincere 
in trying to keep the country’s 
economic enginé running through 
business subsidies or whether it is 
simply pandering to Quebec’s 
politically unstable climate. 

In late October, Canadians were hit 
with news the federal government was 
granting Bombardier an $87-million 
interest-free loan to produce a 70-seat 
commuter jet. 

To justify their intervention, the 
government says the loan will be paid 
back through royalties on the first 400 
CRJ-X jets sold. What they’ve failed 
to acknowledge is that Canadians will 
be the ones paying the interest on the 
$87 million. Based on a 20-year bond 
at 7%, this means that Canadians will 
be $121.8 million poorer when it’s 
time to pay the bill. Interest free? Only 
to Bombardier, not to Canadians. 

Since Bombardier is one of Ca- 
nada’s most profitable companies, if 
the project had commercial value, it 
probably would have proceeded with- 
out government assistance. 


Aboriginals by $1.5 to $2 billion a year 
for 20 years. According to the RCAP, in 
about 10 years, the Aboriginal peoples 
should begin to close the gap on eco- 
nomic self-reliance and after 20 years, 
they should have arrived. RCAP never ex- 
plains how this extra $2 billion will make 
all the difference, since the $11.6 billion a 
year already spent by the federal and pro- 
vincial governments hasn’t done the trick. 

But this is only a small part of the equa- 
tion. RCAP also recommended a new 
“Royal Proclamation” which would in- 
clude an “Aboriginal Nations Recognition 
and Government Act” — creating an Abo- 
riginal government(s) within, but separate 
from, Canada with powers equal to or 
greater than a province. With almost 1 mil- 
lion people, an “Aboriginal province” 
could be expected to spend about $5 bil- 
lion a year, the same as Saskatchewan. 

In addition, the Proclamation would 
produce new laws to ensure the transfer of 
additional lands and monies from the fed- 
eral and provincial governments to Abo- 


Reform 


stance, it acquired Canadair from 


Ottawa in 1984 at a ridiculously low 


riginal governments. This could add bil- 
lions more to the $754 million and 
355,622 acres already ceded through exist- 
ing treaties. It’s quite likely that Aborigi- 
nal nations would ask for the ownership 
of all Canadian lands — including their 
privately-owned property. In the words 
of James Gosnell, a former Chairman of 
the Nisga’ Tribal Council, “We are the 
true owners of British Columbia. The In- 
dians across the province own everything - 
the rivers, the trees, the bugs, the animals. 
You name it. Subsurface rights, the air, 
the rain, the whole shot. That’s what we 
mean when we say we have aboriginal ti- 
tle to the land.” To date, the total land area 
under claim in B.C. exceeds 111% due to 
overlapping claims. 

RCAP also recommends the creation 
of a House of First Peoples which would 
parallel the Senate and the House of Com- 
mons. Though it’s unclear what sort of 
powers this new House would have (i.e. a 
veto over legislation passed by the other 
two Chambers), it is sure to cost a bundle. 


Economic development or 


Following on the heels of the gov- 
emment’s announcements, 


Bombardier on the domestic sale of 
Regional Jets to Air Canada. Ottawa 


If the budget of the Commons is any indi- 
cation, add on $650 million a year. 

Finally, RCAP would dismantle the 
Department of Indian Affairs replacing it 
with two new agencies. An “Aboriginal 
Relations Department” (ARD) -like For- 
eign Affairs - would deal with relations 
between Canada and newly sanctioned 
Aboriginal nations, and an “J/ndian and 
Inuit Services Department” would pro- 
vide services to Indians who live outside 
the jurisdiction of Aboriginal govern- 
ments. It’s not clear whether the existing 
funding would cover both of these Depart- 
ments but a doubling of bureaucracy 
would likely result in a doubling of costs. 
At the very least, the ARD would prob- 
ably have a budget similar to Foreign Af- 
fairs — around $1.4 billion a year. 

Would the principle of separate but 
equal be as destructive as it was in South 
Africa? Probably not. But if the RCAP’s 
recommendations are any indication, its 
economic costs would bring taxpayers to 
their knees.m 


MP Werner Schmidt made headlines 
by announcing that after a decade and 
a half of buyoffs by successive federal 
govemments, the loan was just the tip 
of the iceberg. In fact, the company has 
been the recipient of almost $1.2 bil- 
lion in handouts in 15 years. The 
money came in the form of grants, 
contributions and loan guarantees. 
Only half the money was 
in the form of repayable 
contributions (loans). 
But Ottawa apparently re- 
fuses to make informa- 
tion on the repayments 
public, since it is consid- 
ered “commercially con- 
fidential.” 

The information that is 
available should concern 
all taxpayers. Because of 
its preferential treatment, 
Bombardier could still be 
classified as a corporate 
welfare bum. 
#.91Cd 


C ordedtyvits 


selling price, along with assets such as 
real estate, the aircraft and other gov- 
emmment contracts, including a $1.3- 
billion maintenance deal for the 
government’s CF-18 fighter jets, even 
though Bristol Aerospace of Winnipeg 
had won the contract in secret bidding. 

In 1993, the Export Development 
Corporation provided financing to 


‘© Bombardier: political patronage on the CF-18 
For in-  gontract? 
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refuses to disclose any information be- 
yond the total amount of the loans. 

Diane Francis, editor of the Finan- 
cial Post, has said that as of July 31, 
1996, Bombardier had $293 million 
cash on hand, and over the past five 
years the company has accumulated a 
net profit of $812 million. 

Despite the adverse publicity raised 
by Ottawa’s preferential treatment of 
Bombardier, the gravy train continued. 
Within weeks of the revelations, the 
feds handed out two multi-million 
contracts without the benefit of com- 
petitive tendering - a $216-million 
maintenance contract for the CF-18 
fighter jets and $81 million to modify 
four government Airbus aircrafts. 

Canadians should be asking why a 
company with $6.6 billion in assets 
needs government assistance. Re- 
gional economic development, or sim- 
ple vote-buying? The federal 
government owes taxpayers more an- 
swers than what they ’ve been getting.» 
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SMLA pay under the 
MICROSCOPE 


E FAIR WAGES 


ppointed by an all- 
party standing committee of the Legis- 
lature, a five-member Citizens’ Panel 
recently wrapped up a review of MLA 
compensation and expenses. 

The Canadian Taxpayers Federa- 
tion made a detailed submission to the 
panel on January 2, 1997, that recom- 
mended significant reforms in how 
MLAs are compensated. 

Currently, change only occurs 
when someone embarrasses MLAs 
into taking action: like pointing out 
that upon leaving office, MLAs could 
keep, as their personal property, all 
the taxpayer-provided office furnish- 
ings and equipment from their con- 
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stituency offices. The clean office pol- 
icy, as it became known as, was 
dropped in 1995. Or pointing out that 
taxpayers were contributing, on aver- 
age, $5 for every $1 contributed by 
MLAs to their pension plan. The pen- 
sion plan, which was abolished in 
May 1996, didn’t stop several depart- 
ing MLAs from walking away with 
millions, but it did stop future MLAs 
from robbing the treasury with the 
same vigour as their predecessors. 


It has been argued repeatedly that 
pensions and benefits, like the clean 
office policy, compensated for low 
salaries. Indeed, former Premier 
Mike Harcourt makes this point in his 
memoirs. In truth, however, these so- 
called benefits were only a way of in- 


Summary of the CTF’s recommendations: 


| by Troy Lanigan 


creasing compensation while mislead- 
ing the public and avoiding the politi- 
cal backlash associated with more 
visible salary increases. 

The centrepiece of the CTF’s sub- 
mission is that MLA compensation 
should become transparent. Professor 
Wally Fox-Decent, who headed a 
similar commission in Manitoba, 
aptly summarized the point: “Any sys- 
tem of remuneration for MLAs should 
be simple, straightforward, easily un- 
derstandable, fair and accountable.” 

And it’s not just pensions and 
cleaning out the office — even some- 
thing as simple as a salary is muddled 
in chicanery. Currently, MLAs re- 
ceive a taxable “indemnity” of 
$32,812 in addition to a “tax-free al- 
lowance” of $16,406 which is equal 
to half the indemnity. Politicians and 
commentators often combine the two 
to imply that MLAs are paid a base 
salary of $49,218. 

Not true. 

Any working British Columbian 
with an income of $49,218 would be 
required by law to pay $14,051 in fed- 
eral and provincial income taxes. But 
since $16,406 of an MLA’s income is 
non-taxable, they only have to pay 
$7,418 on the same income — 47% 
less than taxpayers earning the same 
income. In effect, MLA’s receive a 
$6,633 tax break. 

Anybody else would have to earn 


$61,050 to receive the same after-tax 
income as an MLA earning $49,218. 
Cabinet ministers, who currently earn 
$88,218, are really earning an equiva- 
lent of $107,176 considering their gen- 
erous tax break. 

Once the full effects of the tax-free 
allowance are taken into account, 
MLAs’ pay in B.C. is 1% below the 
national average, when compared to 
all other provinces, while B.C. cabinet 
ministers are 3% above the national 
average. Contrary to popular belief, 
elected officials in British Columbia 
are not the lowest paid in the country. 


Transparency is important not just 
for taxpayers who haven’t been re- 
ceiving the straight goods for decades, 
but also for elected officials. Tax-free 
allowances, for example, shelter politi- 
cians from the effects of the tax deci- 
sions they impose upon the public. 
Moving to a fully-taxable and trans- 
parent salary would mean that Pre- 
mier Clark would be subject to the 
highest marginal tax rate in North 
America. A tax rate he imposed on 
the public as Finance Minister, but is 
insulated from thanks to a special tax 
break for politicians. 


In all, the CTF made I1 recommen- 
dations in its submission which are 
summarized below. Each is governed 
by the principle of transparency. The 
Panel’s recommendations are ex- 
pected to be released in February. = 


wt Laying down four guiding principles 
for MLA remuneration reform. First, 
MLA compensation in B.C. must be 
transparent: there should be no hid- 
den benefits, no special tax status, 
and no layering of allowances. Sec- 
ond, MLA compensation should not 
contain any double standards or provi- 


sions not normally available to British 
Columbians working in the public or 
private sectors. Third, a clear distinc- 
tion must be made between MLA’s 
compensation for the responsibilities 
of the job (salaries) and allowances 
that are provided to help the MLA to 


perform the job (expenses). Fourth, 
where an expense allowance is re- 
quired, complete disclosure provi- 
sions must be instituted to hold the 
member accountable for the expendi- 
ture of public monies. Further, ex- 
pense allowances should be paid 
only on the basis of expenditures in- 
curred. 

«Establishing a group RRSP for 
MLAs based on matching contribu- 
tions of up to 9% of an MLA’s base 
salary and any other salaries. 

w Terminating MLA severance bene- 
fits and, as partial compensation, in- 


creasing the base salary by $4,100. 

w Abolishing the tax-free expense al- 
lowance, annual indemnity, and com- 
mittee allowance and replacing them 
with a fully taxable and transparent 
salary of $65,150 per year. Salaries 
for additional duties such as Cabinet 
Ministers, the Leader of the Opposi- 
tion, Whips, etc., would remain un- 
changed. 
«(Establishing a five-person volunteer 
MLA compensation review panel ap- 
pointed in the second year of each 
Parliament. The panel's recommen- 
dations could be accepted or rejected 


by the Legislative Assembly but not 
amended. Any changes would only 
take effect after the following provin- 
cial election. 

w Automatically adjust on an annual 
basis the pay of MLAs to reflect 
changes in after-tax incomes of Brit- 
ish Columbians in the period between 
& Eliminating the capital city allow- 
ance for MLAs in the seven Greater 
Victoria constituencies. All other 
MLAs should receive a residence al- 
lowance up to a maximum of $9,600 
per year. Future increases would be 


tied to the cost of living. 

w Eliminating extra-ordinary travel 
benefits such as the Coquihalla 
Highway pass, unlimited bus 
travel on Greyhound Bus Lines, 
unlimited car and driver travel on 
all B.C. Ferry routes, and the life- 
time B.C. Ferry pass given to re- 
tired Members who qualify for a 
pension. All reasonable travel ex- 
penses should be paid only on 
the basis of expenses incurred. 
«Consider establishing a modest 
allowance for entertainment and 
miscellaneous expenses. m 


Taxes, taxes, taxes 


A supporter recently broke out all the taxes paid on the purchase of one tire and one 
battery in B.C. On a purchase of $220 you end up paying an additional $39.36 in taxes. 
Ten years ago when he opened his business, he only had to add provincial sales tax. 
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Submissions 

a The CTF-BC made a submission, enti- 
tled Fair Wages, with 11 specific recom- 
mendations to the Citizens’ Panel on MLA 
Remuneration on January 2, 1997. 

w The CTF-BC made a submission to 
the Automobile Insurance Reform Review 
on January 17, 1997, outlining the CTF’s 
objections to the government’s planned im- 
position of no-fault auto insurance. 


In The Media 

a The CTF-BC’s submission on MLA 
remuneration reform prompted several in- 
terviews including talkshows on AM 1040, 
CFUN, CFJC (Kamloops), and CKNW. 
Troy Lanigan’s interview with Rafe Mair 
on CKNW was rebroadcast on K VOS-TV 
on January 19, 1997. 

m On January 20, the CTF-BC released 
the results of a B.C. supporter survey in 
which 80% of respondents supported the 
CTF launching a recall campaign to take 
back the NDP’s current mandate. The sur- 
vey was sent out in November, 1996, after 
it was learned that the NDP government’s 
two “balanced budgets” had evaporated 
into post election deficits exceeding $1 bil- 
lion. The CTF is examining the Recall and 
Initiative Act and looking to form a coali-: 
tion in support of a recall campaign that 
can begin as early as November, 1997. In 
his February 1, 1997, column, the Vancou- 


CTF-BC in action 


ver Sun’s Vaughn Palmer wrote, “After dis- 
cussing [recall] with Mr. Lanigan, I’m per- 
suaded that it might be possible to collect 
enough signatures on a petition to recall a 
sitting MLA.” 

@ On January 22, 1997, CTF-BC Execu- 
tive Director Troy Lanigan wrote Official 
Opposition Leader Gordon Campbell to 
condemn his decision to send a highly parti- 
san mailer to 800,000 households across 
B.C. at taxpayers’ expense. Lanigan re- 
quested that Mr. Campbell instruct the Lib- 
eral Party to reimburse the treasury for this 
expense which could top $900,000 and pub- 
licly apologize for having sent it out. The 
letter was covered extensively on CHEK- 
TV, BCTV, and the front page of the Van- 
couver Sun on January 23, 1997. 


S h 4 

m Troy Lanigan was an invited guest at 
the National Taxpayers Union Conference 
in Washington, D.C. on January 11, 1997. 
He participated on an intemational panel 
of taxpayer activists and made a presenta- 
tion on how the CTF’s “No More Taxes” 
rallies prior to the 1995 federal budget shot 
down many of the government’s tax in- 
crease trial balloons. 

m Pierre Lahaye spoke to the Canadian 
Association of Retired Persons on January 
15, 1997 in White Rock. 

m Troy Lanigan spoke to the Rotary 
Club in Creston on January 28, 1997. = 


"If we want affordable [auto] insurance, we have to spend less on legal 
wrangling and more on road safety and helping accident victims re- 
cover.” 


his is copy from ICBC’s 

latest radio ad in its cam- 
paign to impose a no-fault, Soviet- 
style auto insurance scheme in 
British Columbia. 

ICBC will spend $333,000 in 
advertising ($173,000 print and 
$160,000 radio) through to the 
end of February praising the gov- 
ernment for freezing rates and vili- 
fying lawyers as the cause of 


higher insurance costs. 

The campaign was launched 
prior to the conclusion of an inde- 
pendent review of auto insurance. 
It’s political Jeopardy: the answer 
comes before the question. 

Amazing. ICBC and the gov- 
ernment have no money for “le- 
gal wrangling” but plenty for 
advertising and trumped-up 
phony reviews. 


4 


Pp“ to the last provincial 
election the opposition Lib- 
erals blasted the NDP government 
for using tax dollars for partisan 
mail-outs and “feel-good” televi- 
sion ads. 

Liberal Leader Gordon Camp- 
bell was quoted in March: “The 
public is offended no matter who 
is spending precious tax dollars 
for political purposes and a B.C. 
Liberal government will put an 
end to this flagrant abuse of tax- 
payers’ money.” 

Oh really? 

The Opposition has reportedly 
sent a letter, survey and petition to 
some 800,000 households at a 
cost of 97 cents each, appealing 


f=: Renewal BC was cre- 
ated in 1994 to replant and 
clean up B.C.’s forests and invest 
in forest-dependent communities 

and industries. 

Since then, Forest Renewal has 
been efficient in collecting in- 
creased stumpage rates from for- 
est companies, but hasn’t been 
very successful in putting that 
money back to use on the forest 


to “British Columbians ... who 
want to stop Glen Clark’s lies and 
mismanagement.” By our calcula- 
tions, provincial taxpayers just 
got handed a bill for $776,000. 


There’s a certain irony to a 
$776,000 letter being sent out by 
the Opposition bemoaning how 
the government wastes tax dollars. 


The CTF wrote Mr. Campbell 
and suggested he direct the Lib- 
eral Party of B.C. to reimburse . 
the public treasury for this expen- 
diture and apologize for having 
sent it out at taxpayers’ expense. 
The CTF also reiterated its policy 
that mailing privileges for MLAs 
should be ended. 


floor. A former FRBC official re- 
ported that up to 40 cents of 
every dollar spent is going toward 
administration costs rather than 
the forests. And more recently, 
FRBC spent $32,000 for 10,000 
poster-sized, glossy calendars and 
$9,000 on wooden promotional 
pens. Ironically, the pens were 
made in the U.S. with American- 
grown wood. 


Frome NDP cabinet minis- 
ter Elizabeth Cull recently 
landed a plum community-rela- 
tions job with the new Capital 
Health Region in Victoria. The 
pay - about $78,000 over six 
months to help establish “a com- 
munity liaison and communica- 
tions office” and “engage the 
community in a meaningful way.” 

What does this mean? Is she go- 
ing to ask cardiac patients how 
they feel about being kept for 


months on waiting lists? Perhaps 
Ms. Cull will engage the commu- 
nity on how they feel about pay- 

ing the former president and chief 
executive officer of St. Paul’s Hos- 
pital nearly $500,000 in severance 
and first-year pension benefits. 


Ironically, Cull was one of the 
architects of a health regionaliza- 
tion plan that has done nothing to 
improve patient care in the three 
years it has been in existence. m™ 


by James Forrest 


undits are musing 
that the upcoming 


provincial election 

will be fought on which 
party is best equipped to 
“rginvest” and finish up the 
“renovations” undertaken over 
the last three years. 


The CTF believes that those 
“renovations” are far from complete. 
Health care and education have merely 
been downsized, rather than 
restructured entirely, and political 
reforms have also been vastly 
insufficient. 

Certainly the government has made 
progress: a more public and measurable 


an election issue 


budget process; no more deficits; no 
sales tax without voter approval; a net 
debt repayment law; access to 
information legislation; and restraint 
from direct, big dollar involvement in 
business. But these efforts could be 
tightened up, and other changes made. 

One vital taxpayer tool that needs to 
be brought to the forefront is direct 
democracy (DD). Giving citizens the 
right to petition to hold a provincial 
referendum to pass, amend or repeal 
laws is an essential evolution to the 
present system of democracy. DD 
would give citizens a more direct voice 
in the way they are governed and in 
decisions that are made. 

With that power would come far 
greater responsibility. Citizens would 
have to participate in major public 
issues, instead of passively watching 


from the sidelines as special interest 
groups, bureaucrats and the media 
control policy debates, and as decisions 
reflect these influences as well as 
political partisanship. 

This frustrating lack of citizen input 
has caused a dramatic decline in the 
credibility of our political institutions: 
elected “representatives” vote along 
party lines which grant a virtual 
dictatorship to the governing party; 
there is little accountability, as 
politicians say one thing during 
elections and do another in 
government; the political system’s 
incentives, rather than proper financial 
management, have led to immoral 
deficits, debt, and suffocating tax 
levels; governments intrude more and 
more into our lives; many government 
programs and services are perceived as 


misplaced, overextended, ineffective, 
and of poor value for their costs. Is it 
any wonder that Canadians are 
rebelling by joining the underground 
economy, or that people regard 
politicians with distrust? 


It’s time to demand greater input for 
taxpayers. In the coming provincial 
election, let’s make DD an issue. Ask 
candidates to provide their views on 
citizen-initiated referendums. Let’s use 
the 1997 election to force a 
commitment to DD so that Alberta 
citizens have a say all the time. = 


CRITICISMS OF DIRECT DEMOCRACY - AND WHY 
THEY ARE WRONG! 


Here’s a run-down of the various arguments used against it, and responses to them: 


1. DD diminishes the role of parliaments and elected representatives: 


2. It’s too costly: 


= DD wouldenhance, not replace, par- 
liaments’ and politicians’ roles by 
restoring their accountability and le- 
gitimacy; decisions would reflect 

4“ society’s stance on major issues; 


= politicians could concentrate on rep- 


resenting constituents, managing 
day-to-day decisions, and making 
solid, long-term choices, rather than 
worrying about publicity, lobby 
groups and promises for the next 
election; 


The Swiss Parlfaniént ant direct 
democracy_work well'together. - 
Politicians pass. legislation the people 

: citizens have, the 


= modern technology and permanent 
voting lists are rapidly diffusing this 


argument; 


= what are we willing to pay for de- 
mocracy and the right to have a say 


3. Big money or special interest 


in decisions which affect us dra- 
matically? The benefits, a more 
consensual, respected political sys- 
tem, outweigh the costs; 


m see #4. 


groups would buy votes or use DD for their own agendas: 


m this has not been shown in any ju- 
risdictions which have DD, or at any 
time in Canada when DD was em- 
ployed (e.g. Charlottetown Accord, 
1992); 


m it is better to have groups trying to 
persuade all citizens in an open, 
public debate, than to allow them to 
sway a few politicians behind 
closed doors. 


4. Governments couldn’t function effectively, with the 
potential for all their decisions being put to province-wide votes: 


= DD would only place major, single 
issues to voters, not daily decision- 
making; 

= the application process (writing up 


a specific draft bill, referendum 
question, petition) and then obtain- 
ing the requisite number of signa- 
tures would prevent frivolous use. 


6. DD is unconstitutional: 


= provincial legislatures are able to al- 
ter their law-making process, pro- 
vided they leave intact the role of the 


Lieutenant Governor, and the subject 
matter is within their jurisdiction. 


7. Mob rule harms minorities or individual regions: 


» no bill could be put to a vote which 


contravenes the Canadian Charter of 


Rights and Freedoms; 
wm a “double majority” standard is re- 


quired to pass a referendum (50% + 1 
votes cast AND 50% + | in at least 
half the electoral districts). 


8. Today’s issues are too complex for ordinary people, that’s why we 


elect representatives: 


wm clected representatives are no more 
capable of dealing with complex is- 
sues than citizens, and in fact often 
simply vote along party lines without 
fully understanding the issues; 


= people are more aware of issues than 
they have ever been and have a more 
objective perspective (and frequently 
more common sense!) than those 
hounded by lobby groups; 


m citizens select candidates based on 
election platforms containing policies 
on dozens of “complex” issues. If we 
can’t learn about a single referendum 
issue, after it has been debated exten- 
sively in a run-up to a vote, how can 
we be “entrusted” to elect repre- 
sentatives, especially when all the is- 
sues are further muddied by the 
candidates’ records, parties’ leaders, 


ideology, etc. 


9. Voters would be fooled by tricky questions: 


m the specific question must be 
framed in a manner ensuring peo- 


10. DD would be divisive: 


ple know what they are voting for 
or against (see CTF proposal). 


m major issues would be decided by 
citizens, rather than avoided or 


dragged out by politicians; 


= a fair and open process would al- 
low people to present their views, 


to persuade others to agree; the 
outcome would be more accept- 
able to the minority than a similar 
decision made behind closed 
doors. @ 


The CTF-AB Initiative PropoSall jy sane rere 


TF-AB has drafted an 

initiative and referen- 
dum bill, for both government and citizen 
initiated referendums. A third initiative 
mechanism, where a piece of legislation 
specifically calls for a binding vote be- 
fore it can be enacted, does not need to be 
included. Plebiscites are also excluded 
since they are advisory only, not requir- 
ing implementation, and therefore don’t 
empower taxpayers with decision mak- 
ing ability. 


1, Application Process: 


ny citizen eligible to vote 
in a provincial election 
can propose an initiative (the government 
can initiate its own referendums without 
using a petition). The sponsor of an initia- 
tive must register with the Chief Electoral 
Officer (CEO), and provide: a) the pro- 
posed referendum question (“Do you 
support bill X,” followed by the long 
title); b) the proposed legislation, con- 
taining a long title which communicates 
its basic function; c) a draft of the pro- 
posed initiative petition, including a brief 
(250 words) but clear statement describ- 
ing the nature and intent of the legislation. 


The CEO has 45 days to accept or 
reject the application. Rejection would 
occur if the wording of a referendum 


question or petition was inappropriate, or 
if the bill itself was prohibited (contra- 
vened the Charter, outside provincial ju- 
risdiction, contained spending or taxing 
requirements, has a misleading title or 
was an onimubus bill which dealt with 
several different issues). Applicants 
could make changes based on the CEO’s 
advise, or could appeal a rejection to the 
Provincial Court. 


2. Initiative Petition Process: 


he sponsor has 360 days 

from the date of receiving 
the CEO’s approval to collect signatures 
totalling at least 10% of the total number 
of votes cast in the most recent provincial 
election. Signators, and those circulating 
the petition, must be Canadian citizens, 
resident in Alberta for six months, age 18 
or older. No compensation can be paid to 
signature collectors. 


When enough names have been gath- 
ered, the petition is filed with the CEO, 
accompanied by a financing and expen- 
diture disclosure statement. The CEO has 
45 days to verify the signatures by can- 
vassing no less than 5% of the names. If 
too many signatures prove invalid, 
dropping the total below the needed 
number, the sponsor has an extra 30 


, days to collect enough new signatures 


to meet the requirement. 


3. Referendum Process: 


f necessary, referendums 

would be held on the first 
Monday of every October. If an election 
was upcoming, the referendum could be 
rescheduled to be held then. 


Citizens have the right to direct 
decision making in a true 


The government or its associated 
agencies, boards etc. cannot play an ac- 
tive role in the referendum campaign. A 
Voters’ Pamphlet is prepared, containing 
a description of the existing law, a state- 
ment explaining the effect the proposed 
law would have, and two statements of at 
most 250 words for and against the pro- 
posal, and two statements of at most 250 
words in rebuttal of the for and against 
arguments. 

To pass, the referendum requires 50% 
+ 1 vote of the total votes cast and 50% + 
1 of votes cast in at least half of the 
province’s electoral districts. Disclosure 
of the funds raised and spent during the 
campaign by the YES and NO sides must 
be filed with the CEO within 30 days of 
the referendum. 


4. The Implementation Process: 


o less than 30 days after 
the first session of the 
Legislature following passage of the ref- 
erendum, the exact bill is introduced. Ex- 
cept for minor technical amendments, not 
changing the nature or intent of the legis- 
lation, the Legislature passes the bill 
within 30 days. The bill can thereafter 
only be amended or repealed through an- 
other referendum (subject to minor tech- - 


democracy... -ssucaunnnennansaDiclamendments) meee 


High taxes 
killing 


energy 


ew 


sector 


by vj. schimil 


espite the potential for 
massive growth in the 


energy industry, 


heavy-handed taxation by the 


Saskatchewan government is 
limiting exploration and driving 
prosperity and jobs out of the 


province 


A recent study by the Canadian Asso- 
ciation of Petroleum Producers (CAPP), 
the Small Explorers and Producers Asso- 
ciation of Canada (SEPAC) and Saskatch- 
ewan Energy and Mines shows that 
energy companies pay far more to oper- 
ate in Saskatchewan than in neighbour- 


“Ing Alberta, Manitoba or North Dakota. 


While there are widespread untapped 
resources, the political climate here dis- 
courages economic growth. Of the prov- 
inces studied, Saskatchewan was the only 
area to levy a corporate capital tax on oil 
and gas companies, has the highest sales 


_tax rate at 9% and is tied with the 
highest income tax rate at 17%. The 


15% fuel tax rate is double that of 


North Dakota’s 7.3%. 

In addition, royalty and production 
taxes for oil and gas companies are 10% 
higher in Saskatchewan than Alberta. 
And power costs, a big concern for the 
oil patch, are about 30% higher in Sas- 
katchewan than Alberta. 

A barrel of oil is presently selling at 
approximately $23 - $25 U.S. on the 
world market. However, the natural his- 
toric average price per barrel is around 
$18. If the price returned, the high cost of 
doing business in Saskatchewan would 
cause jobs and activity to move to 
greener pastures. 

This uncertainty costs jobs and eco- 
nomic activity in Saskatchewan because 
the energy sector is reluctant to put down 
firm roots. 

The Romanow government has the op- 
portunity to spur economic activity by 
lowering tax rates to make Saskatchewan 
competitive with other quarters. Our Pre- 
mier, however, remains cool to the idea. 
He disdainfully ignores the benefits that 
would come with a tax break, and worries 
that a booming oil sector will make us 
less of a “have not” province, which 
means smaller transfer payments from 
Ottawa. He chooses dependency over 
growth. 

This welfare mentality doesn’t cut it 
any more. Other provinces have recog- 
nized the benefits of tax cuts and are im- 
plementing them as a way to rejuvenate 
their economies. Alberta recently an- 
nounced a tax cut for families and is 
likely to announce more cuts on the heels 
of their over $2-billion surplus. In New 
Brunswick, the government there has just 
announced a $588-million tax cut, cou- 
pled with a 10.2% decrease in personal in- 
come tax. A $588-million tax cut in 
Saskatchewan could virtually eliminate 
the 9% PST! 

The immense economic spinoff from 
increased oil activity would bring more 
jobs, prosperity, and revenues for the 
province. It seems that the government is 
content to keep the status quo, rather than 
providing incentives for businesses and 
jobs to come to Saskatchewan. 

It is time to change these stagnant atti- 
tudes, and implement a tax structure that 
brings businesses and taxpayers into Sas- 
katchewan, rather than driving them out. = 


Where is the 
government's 


Saskatchewan 


\ ee politicians 
seem to be really confused 


about the role of government. It was 
recently announced that they intend 
to gamble $31 million 
in public funds for a 
power project in the 
South American 
country of Guyana. 


If we’ve learned 
anything in the last 
twenty years in Sas- 
katchewan, it is that 
politicians have no 
place pretending to 
be business people. 
SEDCO, potash 
mines, GigaText, up- 
graders, .. . and 
don’t forget a $20.57 
billion gross debt by 
1996. 

Our politicians 
are deluded if they 
think that the role of 
government is to run 
around the world 
throwing taxpayers’ 
hard-earned dollars 
into foreign investments. Instead 
of playing South American high 
rollers, Saskatchewan politicians 
should be making a commitment 
to future job creation and eco- 


economy & jobs’ 


“No” to gambling 
in Guy ar a by Moira Wright 


Commitment to the 


nomic prosperity here at home. 
Saskatchewan’s future desperately 
needs a commitment to tax and 
utility rate cuts. 


The attitudes of 
Saskatchewan poli- 
ticians are truly out- 
of-touch. 
Something is very 
wrong when tax dol- 
lars are available 
for high-risk inter- 
national deals while 
no hope for a lower 
tax burden is of- 
fered at home. 


These silly politi- 
cians somehow 
fancy themselves as 
“entrepreneurs.” A 
real entrepreneur 
risks his own 
money and puts his 
own neck on the 
line. There is a 
huge difference be- 
tween wealth crea- 
tors and politicians 
playing at entrepre- 


neur with taxpayers’ money. If our 
government had any appreciation 
of entrepreneurial values, they 
would stop taxing investment and 
jobs right out of the province. = 


Comparison of Saskatchewan financial taxes with neighbouring jurisdictions 


Jurisdiction Corporation Capital Tax Corporate Income Sales tax Fuel tax 
Paid-up capital tax| Surcharge tax 

Saskatchewan 0.6* 3.6 17.0 9.0 15.0 

Alberta none none 15.5 none 9.0 

Manitoba 0.5* none 17.0 7.0 10.9 - 11.5 

North Dakota none none 3.0 - 10.5 6.0 


ewan Energy and Mines 


* On taxable paid-up capital over $10 million _ Source: Saskatch 


J 


“Alberta predicts another 155,000 
new jobs over the next three years.” 


“Alberta faces a shortage of 
workers, ” 


by Moira Wright 
These are some recent headlines about our Western 


neighbour, whose economy has already created some 
130,000 new jobs in the past few years. 

Compare these with a few news items from home: 
“NDP Fail to Meet 1996 Job Projections” — 
“Saskatchewan creates 3,000 jobs in five years.” 

In fact, there are 5,000 less jobs in Saskatchewan 
today than there were a decade ago. While another 
headline reads: “High Taxes Choke Energy Sector” we 
are to take heart as “Casino Spurs Economy." It is a 
disturbing vision when the economic bright spot is 
politicians pushing gambling. 

“Government does not create jobs or create wealth,” 
says Steve West, the Alberta minister for economic 
development, “The private sector does.” 

Compare that attitude with these of Saskatchewan 
politicians: 

Premier Romanow scoffs at the “pie in the sky” 
notion that lower taxes create jobs, and insists that “tax 
cuts are not the answer.” He defends his high tax regime 


F ormer MLA Mi- 
chael Hopfner has been 
convicted of fraud and 
ordered to repay 
$56,000 that was em- 
bezzled from Saskatche- 
wan taxpayers. 

After serving nine years in 
the Legislative Assembly of 
Saskatchewan, he will also be 
eligible to collect an MLA pen- 
sion estimated at about $900 
per month. 

There is something wrong 
with the message taxpayers 
are getting here. This individ- 
ual held a position of high 
trust. Pension benefits are 


Saskatchewan’s job 
creation record 


“ 


by suggesting that “when the oil patch thrives, the 


province can lose because its federal transfer payments 
will go down.” 


It is hard to forget the equally disturbing attitude of 
Finance Minister Janice MacKinnon, who refuses to cut 
sales taxes because: “a sales tax cut would bring 
increased investment, job creation, and more income tax 
revenue. That could offset the loss in sales tax revenue, 


by moira wright 


but it would also mean reduced equalization payments, 
leaving the province worse off fiscally.” 

And now we have Economic Development Minister 
Dwain Lingenfelter defending his government’s job 
creation failures by assuring us that: “Quality of life is 
what is much, much more important than the number of 
Jobs you're creating.” Perhaps he could come down 
from his ivory tower to visit the family packing to find 
work in Alberta — or the one in eight Saskatcheyan 
citizens who now depend on welfare. It is no surprise 
that our rate of welfare case loads is two to three times 
that of Alberta. 

The attitudes of our politicians are truly disturbing. It 
seems they would rather see the economy stagnate than 
allow the private sector to create jobs. They would rather 
keep Saskatchewan dependent on transfers from Ottawa, 
and pin our economic hope on casinos. 

Why else would they insist on keeping such a 
crippling tax burden? 

Politicians only seem to be really interested in job 
creation if they can get their mug shot in the paper cutting 
a ribbon and taking the credit. But in the background of 
this picture, real,- sustainable, private sector*job 
opportunities are killed off in the process. 

The NDP promised tax cuts before the last election, 
but the contempt for taxpayers continues. 

Herein lies the cause of the disparity of opportunity 
between Alberta and Saskatchewan workers. 

As long as we have such arrogance from our leaders 
— as long as politicians continue to believe that they 
have a bigger and better claim to spend your hard earned 
tax dollars than you do — the spirit of enterprise will not 
thrive here as it could. 

Which has a lot to do with the fact that Alberta will 
soon be importing even more of Saskatchewan’s best 
and brightest. It is time to cut taxes. m 


= 


made to throw tax dollars into 
losing mega-projects? 
Who is taken to 
task for the mil- 
lions of tax dollars 
spent on political 
election ploys? 
Where is the ac- 
countability to future 
taxpayers who are 
saddled with billidfts 
in debt as a result of 
a generation of 
these activities? 
Rarely do those responsible 
lose their job as a result. Tax- 
payers eventually get the 
chance to vote out offending 


awarded in recognition of 
years of service. Unfortu- 
nately, the years Mr. Hopfner 
spent “serving the public 

trust” were also spent grossly 
abusing the public trust. It 
won't sit well with taxpayers 
if he collects full pension bene- 
fits as a reward for his “public 
services.” 

Taxpayers can only hope 
that this former politician will 
repay the $56,000 without re- 
ceiving even more personal 


gain from taxpayers. The pub- 
lic trust must be honoured 
through full recovery of the 
funds. To prevent this from 
ever occurring again, the gov- 
ernment should change the 
laws governing MLA pension 
plans to ensure that benefits 
are taken away from MLAs 
who spend their public service 
defrauding taxpayers. 

The presence of fraud in 
our political system is all too 
apparent every time we pick 
up a newspaper these days. Re- 


cent court cases involving 
MLA expense accounts under- 
mine the credibility of our po- 
litical system, and are quickly 
eroding what is left of the pub- 
lic’s faith in our entire system 
of government. 

These cases cannot be 
treated as ordinary fraud cases. 
Politicians have failed in set- 
ting the proper standards of ac- 
countability for themselves, 
and the results are clear. We 
all pay the price. 

This issue, however, runs 


even deeper than MLA ex- 
pense accounts. It speaks to 
the larger issue of the ability 
of politicians to spend taxpay- 
ers’ dollars with so little ac- 
countability. 

Who is held responsible for 
the billions lost through politi- 
cal boondoggles? 

Who is called to the carpet 
when politicians gamble and 
lose your money investing in 
businesses that go bankrupt? 

Does anyone pay the price 
when political decisions are 


taxpayers. m 


politicians, but no one is held 
accountable to repay the tax- 
payers’ money. Fraud charges 
are rarely considered. Just = 
think of it as legalized embez- 
zlement. 


Everyday, taxpayers end up 
paying the price through a 
huge tax and debt burden. In 
the meantime, the politicians 
and bureaucrats responsible 
collect their salaries — and_ 
then their pensions — from 


® 


' : UES City 


Hall i is forever 


revenues to off- 
set its out-of- 
| | control spending 
| hhabits. Recently, 
| Council approved 
| anew billboard 
1 tax. But the 
| money overspent 
| on the parade 
_ | float and periodi- 
_| cals would more 
__| than cover the 
$42,500 take from 
m the new tax. It’s 
4 unlikely that these 
gevenues will even 
cover the costs of 
/™ administering the 
|} new tax. 


Line-by-line analysis of Winnipeg's 1995 budget actuals shows: 


$79.4 million in overspending 


A n overspending ad- 


diction and lack-luster spend- 
ing controls have crippled City 
finances. Winnipeggers are 
being asked to brace them- 
selves for the 24th property 
tax increase in 25 years. City 
offcials blame the hike on 
snow removal overages, debt- 
servicing costs and the prop- 
erty tax assessment fiasco. A 
closer examination of the 
City’s troubled finances sug- 
gests that the devil is in the de- 
tails. 

In its report on City spend- 
ing, the Manitoba Taxpayers 
Association identified 385 
budget lines overspent in 
1995, including $30,230 extra 
on a parade float, $78,501 
over on Police Department of- 
fice furniture, and $171,879 
more on Parks and Recreation 
grants. Together, the overruns 
totaled $23.4 million. In all, 
138'overages were greater 
than $10,000. The figures 


e 


were drawn from City sources 
only. 

Celebrating an overall sur- 
plus of $29,000 in 1995, City 
Hall is now boasting that tax- 
payer dollars have been eco- 
nomically spent. But by 
turning a blind eye to individ- 
ual budget line overruns, City 
Hall is only being economical 
with the truth. Feverish over- 
spending in one category is 
not necessarily absolved by 
savings in another. Tighter 
spending controls would have 
released tax dollars for road re- 
pair, snow removal, debt con- 
trol and tax relief in 1996/97. 

City Hall says it is “mis- 
leading” to reach conclusions 
based on individual budget 
lines. This bottom-line men- 
tality deflects attention from 
poor spending priorities and 
poor cost control measures. It 
obscures the fact that City Hall 
likes to spend. 

In the business world, man- 


agers cannot afford to ignore 
overruns in one category of 
spending even if a tiny year- 
end profit is generated. If 
CEOs from private firms in- 
curred millions in overruns, 
they would be out on their 
duffs. But in the sheltered and 
insulated world of City govern- 
ment, penalties or rewards for 
financial decisions are alien. 

The City also argued that 
many departments spent less 
than planned overall, or that 
overages may have been offset 
by corresponding increases in 
revenues. Instead of channel- 
ing 1995’s savings into debt- 
reduction or tax relief, Council 
squandered the tax money on 
extra periodicals, luncheons, 
office equipment, travel and 
phone costs. 

Ideally, publicly-set City 
budget targets should be re- 
spected except for emergen- 
cies. No single manager or 
authority should be able to add 


money to low priority budget 
lines without full scrutiny, no 
matter how large the savings 
in other areas. 

The City noted that some 
of the additional spending was 
authorized by commissioners 
or councillors. This observa- 
tion does not diminish the 
need for tighter spending con- 
trol throughout City Hall, nor 
does it account for why civil 
servants are authorized to over- 
spend tax dollars. 


Not all of the overages 
were necessarily wasteful. For 
example, many salary over- 
runs occurred from staff shuf- 
fling under the “New 
Directions” initiative, which in 
net terms saved money. 
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Overages could be curbed 
if all spending decisions were 
examined through a Treasury 
Board system. Careful review 
of each spending decision by 
one publicly accountable body 
would help prevent waste at 
the start of the budgetary proc- 
ess and track overspending pat- 
terns. 


Taxpayers are entitled to an 
explanation for each overrun, 
just as they deserve to know 
how their tax dollars are spent 
within budget guidelines. A 
Treasury Board system would 
ensure that these explanations 
were forthcoming. With more 
stringent spending controls, 
managers and councillors 
would think twice before add- 
ing new money to budget 
lines. 


The City’s outdated spend- 
ing models should be replaced 
by “zero-based budgeting.” 
Commonly practiced by pri- 
vate businesses, zero-based 
budgeting rewards staff for 
economy, thrift and waste pre- 
vention. Instead of budgeting 
from actual expenditures of 
previous years, zero-based 
budgeting must justify each ex- 
penditure from scratch. Needs 
are assessed in terms of serv- 
ices and goods first, and then 
are costed out accordingly. 


Some Councillors have spo- 
ken in support of enhanced 
spending controls. While 
Councillors may disagree over 
the size of the overspending 
problem, they should take 
measures to develop strict cost 
controls all the same. = 


1995 Combined Overruns from Individual 
Budget Lines 


Office furniture 

Other equipment....... 1,050,060 

Meal expenses, 
luncheons & receptions .. 30,172 

Periodicals 

Freight / messenger 


In 12 lines overspent on office furni- 
ture, office equipment and other 
equipment, no money was originally 
budgeted. 


Increments drive up 
chool taxes 


he Province of 

Manitoba has 
frozen grants to schools. In- 
flation is negligible. So why 
are school board leaders 
across Manitoba already argu- 
ing that a school tax increase is 
necessary in 1997? 

School board officials argue 
that provincial funding has not 
kept pace with the rising cost of 
education. But just what does | 
the “rising cost of education 
mean?” 

It doesn’t refer to the number of 
students. Provincial grants are 
linked to enrollment. Overall en- 
rollment has fallen in the past few 
years. 

Nor is paper-shuffling the chief 
source of the “inevitable tax hike.” 
Yes, more work is needed to elimi- 
nate these costs - consider the in- 
sanity of spending $12,000 ona 
futurist speaker for the 125th Anni- 
versary Dinner in Winnipeg 1 
School Division. But the ebbs and 
floods of the bureaucratic waste 
tide is not consistent enough from 
division to division to justify prov- 
ince-wide tax hikes. 

The single most predictable rea- 
son for the “inevitable” hike in 
school taxes is known to educrats 
by the word “increments.” Incre- 
ments are pay increases that teach- 
ers get automatically, regardless of 
merit. Increments are paid over 
and above raises in any collective 
agreement, up to the tenth year of 
service, or later in higher classifica- 
tions. The typical increment hike 
is between 3% and 5%. 

At any time, teachers can move 
up the rungs of the lucrative incre- 
ments “ladder” by improving their 
educational credentials, regardless 
of the impact of the new credentials 
on classroom performance. 

One outraged Teacher’s Society 
rep, in a Steinbach forum last year, 
lashed out at the Province for dis- 


cussing a change to a 
merit based system, be- 
cause, he insisted, “I 
earn those increments.” 

Perhaps he does. Perhaps he 
doesn’t. Who’s to say ? In the real 
world, you don’t get a raise unless 
there is high inflation, or you pro- 
duce more or better work. But Man- 
itoba taxpayers pay thousands or 
even millions more dollars every 
yeat simply to keep pace with the 
increments ladder which has out- 
paced inflation throughout the 
1990s, 

Discussing the impact of incre- 
mental pay on school taxes is not 
an “anti-teacher” question. It’s a 
discussion of facts. Looking to- 
ward a merit-based pay scheme is 
not an effort to “scapegoat” teach- 
ers. Many taxpayers could stomach 
paying for increments if the hikes 
were linked to better perform- 
ance in educating their kids. 

Few begrudge good teachers fair 
pay. 

The trouble is, increments 
offer bad teachers the same pay as 
the good ones. Taxpayers are cur- 
rently forced to pay more money 


Manitoba Taxpayers Office Staff: 
Brian Kelcey, Provincial Director 
Victor Vrsnik, Research Director 

Tel:(204) 772-3199 
Fax:(204) 772-7970 
E-mail:taxpayer@mb.sy mpatico.ca 
1211 Richard Avenue 
Winnipeg, Manitoba, R3C 3H3 


for less service. Classroom instruc- 
tion is one of the few areas where 
many taxpayers would support in- 
creased funding. But after years of 
paying much more for less service, 
who can blame the skeptics? 

Increments even put efficient 
school boards in an impossible situ- 
ation. The continuous increases 
can’t be negotiated away. Inflation 
is not the cause, bad policy is. Con- 
siderations like merit or the tax- 
payer’s ability to pay are 


not a part of the calculation. 
While the public is advancing 
ideas to improve the long term quality 
and affordability of public education, 
the pressure created by incremental 
pay hikes must be eased if school 
boards are to control in the short term. 
So, don’t be fooled. Your school 
taxes will rise in 1997 to pay for 
hikes in salaries. Alternatively, there 
will be cuts in classroom education or 
school boards will slash administra- 
tive costs or merge to save money. 
Negotiations between the govern- 
ment, the School Trustees and 
Teacher’s Society over increments 
have been ongoing since last year. 
Stay tuned. = ba 
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Brian Kelcey . 


The following article by Toronto City Councillor 
Michael Walker appeared in the Globe & Mail on 
Friday, January 3, 1997. 


A challenge to Premier 
Harris 


LET THE 
PEOPLE DECIDE 


© 


On April 24, 1995, 
Mike Harris made a promise to 
the people of Ontario. He was 
asked by the Ontario Taxpay- 
ers Federation to state his posi- 
tion on these two issues of 
local governance: 


If elected, your party would 
eliminate local municipalities 
and would transfer their re- 
sponsibilities to regional 
and/or county governments 
(Agree/Disagree/Undecided). 
If elected, your party would 
eliminate regional and county 
governments and would trans- 
Jer their responsibilities and 
Junding to local municipalities 
and/or to the provincial gov- 
ernment - (Agree/Disagree/Un- 
decided) 

On the second issue, Mr. 
Harris checked “Undecided,” 
but also typed in “Looking at 
favourably." On the first issue, 
there was no am- 
bivalence: he 
simply checked 
off “Disagree.” 
The contact per- 
son on the com- 
pleted 
questionnaire 
was identified as 
Michael D. Har- 
ris, MPP, and he 
also signed the 
covering letter in- 
dicating he was 
transmitting his 
partys response 
to the survey. 

The Taxpay- 
ers Federation 
sent out thou- 
sands of flyers 
outlining these 
policy_positions 
— contrasting them with the 
Liberal position (Undecided 


on both questions) and that of 
the NDP (no response on 
either question). These flyers 
went out to all parts of On- 
tario. For voters opposed to 
amalgamation and favouring 
strong, right-sized local gov- 
ernments, the choice was 
clear: support Mike Harris and 
the Conservatives. 

How can this pre-election 
commitment be reconciled 
with the City of Toronto Act 
(1996) — the Metro amalga- 
mation bill — given first read- 
ing in the Legislature on 
December 17? Had that Act 
been authored by Jean 
Chretien (or Sheila Copps on 
her first attempt), we might get 
an answer along these lines: 
we're eliminating the local mu- 
nicipalities, but technically 
we’re not transferring their 
functions to the regional gov- 
ernment (Metro); instead 
we’re dissolving Metro 
as well and starting 
fresh with a new entity. 

Evasive technicali- 
ties such as this are 
what give politicians a 
bad name. The amalga- 
mation bill creates one 
local government within 
Metro boundaries. It 
makes no practical dif- 
ference whether the 
Metro corporation is for- 
mally dissolved or not. 
Would Mr. Harris now 
say to the Taxpayers 
Federation: “Gotcha! 
You forgot to ask 
whether we would elimi- 
nate all local govern- 
ments in a region and 
replace them with a sin- 
gle new one." Hopefully not, 
but how else can he reconcile 


his current position with clear 
previous commitments? 

The Taxpayers Federation 
understands what a commit- 
ment means, and has no pa- 
tience for notions such as 
“wiggle room.” As soon as the 
amalgamation bill was intro- 
duced, their president (Paul 
Pagnuelo) called upon the Pre- 
mier to do one of two things: 

Allow the people of Metro 
Toronto to decide, by referen- 
dum, whether the changes out- 
lined in the bill should be 
implemented; or resign the of- 
fice of Premier. 

Mr. Pagnuelo’s call went 
out to grass-roots Ontario, to 
the dozens of weekly newspa- 
pers who routinely carry his 
column. The message was 
clear: Mr. Premier, if you wish 
to be released from the com- 


mitment you made, you re- 
quire consent of the governed; 
you have no mandate to im- 
pose amalgamation on Metro. 
So far, the Premier has in- 
sisted that a referendum is in- 
appropriate in the case of 
Metro amalgamation: the is- 
sues are too complex. Well, 
let’s see what he said in April 
1995. The Taxpayers Federa- 
tion survey had four questions 


with relevance to this question: 


In your opinion, provincial 
public policy and financial is- 
sues are too complicated for 
the average citizen to decide 
by voting in a referendum. 
These issues should be left to 
MPPs to decide. - (Agree/Dis- 
agree/Undecided) 


On this issue, Mr. Harris 
checked “Disagree” with no 
qualification. Before the elec- 


tion, in other words, he felt 
that there were no provincial 
public policy/financial issues 
too complicated for decision 
by referendum — and that cov- 
ers quite a range of issues in 
terms of complexity. Is Metro 
amalgamation more complex 
than these issues? 


If elected your party would in- 
stitute, early in its term of of- 
ice, a direct democracy 
process which would allow 
provincial voters and the pro- 
vincial government to initiate 
binding referendums requiring 
approval by a majority of 50% 
of ballots cast by eligible vot- 
ers of the province, on matters 
falling within provincial juris- 
diction. - (Agree/Disagree/Un- 
decided) 


On this issue, Mr. Harris 
checked “Agree” (again no 
qualification). If this commit- 
ment were now fulfilled, a 
voter-initiated referendum 
could be used to decide 
whether forced amalgamation 
should occur anywhere in the 
province. 

Unfortunately, this com- 
mitment remains unfulfilled to 
this point. 


In your party’s opinion, mu- 
nicipal/school board public 
policy and financial issues are 
too complicated for the aver- 
age citizen to decide by voting 
in a referendum. These issues 
should be left to municipal 
politicians and school board 
trustees to decide. - 
(Agree/Disagree/Undecided) 


On this issue, Mr. Harris 
checked “Disagree” (again no 
qualification). In other words, 
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municipal public pol- ernment took office. 
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(Source unknown). 


not take such a slippery posi- 
tion. 
If elected, your party, early in its 
term of office, would amend pro- 
vincial legislation to provide mu- 
nicipal taxpayers in each county 
or regional government with the 
ability to decide by a binding ref- 
erendum, requiring approval by 
a majority of 50% of ballots cast 
.by eligible municipal voters, 
what level of municipal govern- 
ment (i.e. municipalities vs coun- 
ties/regions), if any, should be 
disbanded. - (Agree/Dis- 
agree/Undecided) 

Here, Mr. Harris checked 
“Undecided”, but even that re- 
sponse seems inconsistent with 
his position today. His position 
today is that issues of munici- 
pal amalgamation/dissolution 
are too complex for decision by 
referendum. If that is so, it 
should have been no less so in 
April 1995, and “Disagree” 
would have been the right 
choice to avoid misleading the 
voters. 

The most likely explanation 
for Mr. Harris’ “Undecided” re- 
sponse becomes clear in light 
of developments after his gov- 


Amalgamation - Mike Harris’ 
big mistake 


ity rule applies in counties, but 
not in regional two-tiers such 


_ as Metro. And no doubt about 


it, the triple majority rule 
would probably be a recipe for 
the status quo in Metro, so I’m 
not promoting it. The status 
quo isnot what our electors fa- 
vour. Two years ago they an- 
swered “Yes” to the question 
“Are you in favour of eliminat- 
ing the Metro level of govern- 
ment?" — and that is no status 
quo response. (I have been a 
strong believer in direct democ- 
racy since well before the Com- 
mon Sense Revolution, and 
pushed hard to get that referen- 
dum question on our 1994 mu- 
nicipal ballot). 

Our voters understood 
clearly they were supporting 
strong, right-sized local govern- 
ments. The only thing our vot- 
ers failed to anticipate was 
Philadelphia lawyers with fine 
print, coming along later to say: 
let’s eliminate Metro and the lo- 
cal governments — then start 
over with one Megacity. It is 
that fine print that requires a 
new referendum. It is insulting 
in the extreme for Premier Har- 
ris to say we're using a referen- 
dum to maintain the status quo, 
just as it insults our voters to 
say the issues are too complex. 

The Premier does not have 
to resign, nor does he have to 
compromise his integrity. All 
he must do is let the people de- 
cide. For those of us living in 
Metro Toronto, the amalgama- 
tion issue is of landmark impor- 
tance. If any issue requires a 
decision by the people, it is this 
one. Given the Premier’s clear 
pre-election commitment, how 
can he deny us a voice? All On- 
tario is watching. @ 
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After years of debate, 
waffling and inaction on 
municipal and school board 
governance, disentangle- 
ment and property tax re- 
form, Ontario has just been 
turned inside out and upside 
down. But the fact that the 
Harris government has con- 
fronted these issues head-on 
with a package of sweeping 
reforms doesn’t mean the 
solutions are, in many 
cases, the right ones. 

The week of January 
13th was a whirlwind of ac- 
tivity. The pace of an- 
nouncements was 
breathtaking, as Minister af- 
ter Minister outlined 
changes in the structures 
and responsibilities of our 
school boards and munici- 
palities. Overlaying it all 
was a revamping of the way 
property taxes are assessed 
and apportioned. 

Megaweek can best be 
characterized as a combina- 
tion of good news, bad 
news. With much of the 
good news being out- 
weighed by the bad. 

Kicking-off the week 
with the good news portion 
was Education Minister, 
John Snobelen, who firmly 
put the lid on out-of-control 
school board spending, tax 
increases and misdirected 
classroom cuts by adminis- 


Eliminating unnecessary 
duplication and overlap, 
reducing costs, improving 
efficiency, clarifying 
responsibilities, improving 
accountability, and making 
the property tax system 
fairer. These are goals that 
few would object to. 


trators and trustees. By ty- 
ing the purse strings of the 
new regional boards and 
stripping away their taxing 
authority, Snobelen was 
able to reduce the number 
of school boards and avoid 
the megacity consequences 
of higher costs and more bu- 
reaucracy. 


But the cheering that 
education funding was com- 
ing off residential property 
taxes was quickly muted the 
following day, when Social 
Services Minister Janet 
Ecker let it be known that 
the province was devolving 
full or shared responsibility 
for ‘soft’ services such as 
welfare, co-op housing, 
childcare, public health, 
nursing homes and long- 
term care. 


And although the Prov- 
ince said it will be estab- 
lishing a permanent 
$1-billion Community Rein- 
vestment Fund, it’s the mu- 
nicipalities - not the 
Province - that actually will 
be paying for it. The only 
devolution of responsibili- 
ties announced on the Tues- 
day that made any sense 
was the decision to hand the 
bill to some 576 municipali- 
ties that have been receiv- 


ing local OPP policing at 
the expense of all provincial 
taxpayers. 

Wednesday was another 
“good news’ day with an- 
nouncements that the full 
cost of local transit, roads, 
sewers and water treatnierit 
would be a municipal re- 
sponsibility. 

But Thursday was a re- 
turn to more ‘bad news’, 
with the Finance Minister 
confirming the province 
was going ahead with Ac- 
tual Value Assessment 
(AVA) - the most complex, 
most unstable and highest 
cost property tax reform op- 
tion that was open to the 
government. ; 

The week was filled ~ 
with a variety of changes in 
funding responsibilities and 
tax shifts that make it diffi- 
cult to distinguish the imme- 
diate winners from the 
losers. But shifting volatile 
social services - clearly a 
provincial responsibility - 
over to the property tax 
base can only spell bad 
news in the long run for 
property owners. 

One thing the Harris 
government cannot be ac- 
cused of is sitting on its 
hands. The test of time will 
tell if Ontario’s megaweek 
revolution was more action 
than vision. m a 
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THE TAXPAYER 


Why 
business 
subsidies 
don't 
work 


by Dean Smith 


Tired of seeing your 
tax dollars wasted 


on business 
subsidies? 


Write Paul Martin and tell him : a 
businesses subsidies and then cu : 
Fell him “Tax Relief” is the bes 
business subsidy money can buy- 


t’s a story right out of Ripley's 
] Believe it or not. Between 1989 
d 1996, the unemployment 
rate in Canada climbed from 7.5% to 
over 10%. During this same period of 
time, Ottawa gave nearly $30 billion to 
the Industry Department and various 
agencies whose primary mandate, it 
seems, is to help business. This 
included, of course, handing out 
billions of dollars in subsidies and 
paying for the massive administration 
needed to give away the dough. 


The Atlantic Canada Opportunity 
Agency (ACOA) was one of those 
agencies. It received $2.6 billion over 
this period, Western Economic 
Diversification (WED) which received 
$1.9 billion was another, $1.6 billion 
went to the Federal Office of Regional 
Development (FORD) - Quebec and a 
whopping $21.8 billion was spent by 
Industry Canada itself. 

Yet, after spending these kinds of 
dollars on economic development, how 
could unemployment still go up, 
particularly when these figures don’t 
include any provincial or municipal 
spending? 

“Weren't any new businesses started as 
result of these handouts?” 
“Yes, there were.” 


“Didn’t any businesses expand because 
of the assistance they received?” 


“Yes, they did.” 
“Weren't any new jobs created?” 
“Yes, there certainly were!” 


So how come unemployment 
increased by nearly 40%? 

The reason is that most 
business subsidies go to job 
redistribution, not job creation. 
The taxes taken from the 
economy to fund these wasted 

efforts did the rest of the 
damage. 


In 1994-95, Industry Canada 

gave $282 million to 
businesses, organizations or 
individuals. As soon as 
Ottawa provides financial 
assistance for a business to 
start up or expand, it’s in 
direct competition with other 
suppliers of the same service. 


As the marketplace 
adjusts to the new 
competition, sales must fall 
off elsewhere, resulting in 
layoffs and even ; 

bankruptcies. The creation 
of new jobs is offset by the 
loss of old jobs. Business 
subsidies literally move 


Write: The Honourable Paul Martin jobs from one street to the 
: ‘ i, 
he House of Common: next. 
Fs ja, ontario K1A 0A6 


Canada’s Auditor 
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General Denis Desautels saw through 
this scam. In his November 1995 
report, he stated that the funding 
Ottawa provided to its regional 
development agencies (WED, ACOA, 
& FORD) has been a dismal failure. He 
said their claims of job creation are 
highly misleading, inflated and rarely 
verifiable. 


In 1994-95, Industry Canada gave 
109 contributions worth just over $2.5 
million to restaurants, fast food 
operations and even canteens. This 
included $7,500 for an Orange Julius 
franchise in Regina, and $71,250 to 
help establish a sports lounge and grill 
in Dryden, Ontario. Other restaurants 
in both these cities could be hurt by the 
new intruders. 


Along these same lines, 138 
contributions totalling $3.3 million 
were given to gas stations and 
convenience stores, and 14 subsidies 
worth nearly a quarter of a million 
dollars went to video stores. Other 
retail ventures such as pawn shops, 
pool halls, arcades, hotels, clothing 
stores, coin laundries, beauty salons, 
carpet cleaning businesses, handicraft 
stores and even a bowling alley 
received assistance that year from 
Industry Canada. 


In each instance, competing stores 
were hurt by the newly subsidized 
businesses. In fact, even unrelated 
businesses can be affected. Instead of 
going to a show, people may try out the 
billiard hall in Prince George, B.C., 
which got $72,300, or dine at the new 
pizza and pasta restaurant in London, 
Ontario, that received $47,363. 

One hundred and four contributions 
also went to acquire existing businesses. 
This included giving $54,375 to Michel 
Poirier of Otterburne, Manitoba, to buy 
out his partners in a bottled water 
company. How many new jobs are being 
created by such aid? 

But not only do business subsidies 
simply redistribute jobs, they can also 
lead to depressed prices. In 1994-95, 
Industry Canada provided 131 
contributions worth $3.8 million to 
agricultural businesses. This included 
exotic farms, such as the $96,652 
provided to a bison operation on Little 
Red River Reserve in Saskatchewan, 
and $25,000 that went to breed red deer 
in Calumet, Quebec. However, the vast 
majority of these contributions - 88% - 
went to establishing or expanding 
cattle operations. This included 
operations in such places as Grand 
Centre and Saddle Lake, Alberta; 
Eatonia and Mayfair, Saskatchewan 

and Kinosota and Alsona, Manitoba. 


Has the infusion of cash helped or 
hurt the cattle industry? As more cattle 
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Is Ottawa ' 
distorting 
the market 
place by 


subsidizi 


begin to flood the market, the price 
starts dropping. It’s a matter of supply 
and demand. The consumers are happy. 
But this price drop affects all farmers, 
including those who have invested 
their own hard-earned cash in cattle 
stock. Today’s high grain prices and 
low cattle prices make many cattle 
operations marginal at best. 


Although only $3 million was given 
out in cattle subsidies in 1994-95, it’s a 
steady drizzle that happens year after 
year. And Industry Canada is not the 
only government agency subsidizing 
cattle operations. Send enough rain and 
it eventually turns into a flood. 


How beneficial are these subsidies 
when in the long run they force prices 
down and actually hurt the very 
businesses receiving the financial help? 


Governments should immediately 
scrap business subsidies and give the 
money back to consumers in the form 
of tax relief. It’s no use wasting money 
creating new businesses when people 
have less and less money to spend due 
to higher taxes. = 
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The fiscal performance of Ottawa’s state-owned businesses aa 


| The following chart provides an overview of the performance of the federal government's 54 state-owned businesses. Of this group, the Bank of Canada had the single largest profit of $1.8 billion. The 
remaining 53 Crowns showed an overall /oss of over $768 million. \n addition to this loss, taxpayers sunk over $10.8 billion into these 53 businesses. This came in the form of $4.5 billion in grants, 
$2.7 billion in other assistance and government contracts, $2.8 billion in adjustments and write-offs and $721 million in investments in these Crowns. 


The state-owned company Revenues Expenses Net profi or | Government | Dividends paid | Federal capital 
In thousands of dollars For Fiscal year | Outside revenues | Government Other Total revenues (loss) —— ——* — into 
| ending March 31, 1996, unless subsidies Government 
| otherwise noted. revenues 
Atantic Pilotage Authority $ _,7,638 $ 46 | $ 2] $ 770] $ 7406 | $ 223| $ $ $ 47 
Atomic Energy of Canada 404,432 179,774 2,248 586,454 596,376 (9,922) 
Bank of Canada® 2,037,000 2,037,000 © 187,800° | 1,816,200° 1,816,200 
| Business Development Bank 376,600 14,078 390,678 359,125 31,553 50,000 | 
Canada Council 19,044 97,946 4,244 121,234 109,204 12,030 57 
Canada Deposit Insurance Corp. 586,024 42 586,066 139,903 446,163 
aa 386 5,786 3,945 1,841 2,270 10,000 
; 479 (479) “105,107 
: 78,750 — 78,750 515 249,617 
1,939,524 217,037 anne 97,315 — 
eae ot ee 1,847 | _(1,748) 
a a A 1 9,523 Ds Geteha ees 
61,179 ae ee ae 28,181 
“saul 1,684,888 | (159,803) io1,415 
(1 a 
an 
108957 aa ie a 
Canadian Museum of Civilization "a a 1,978 
Canadian Museum of Nature I 30,346 ae 1,123 
Canadian National Railway System 96 4,224,008 5,309,000° | (1,085,000) 2,781,668 
eee ee : 
2 ae 4,537,781 0 | 
es Ye | 
| tats | sto | tee | 17,960 (96) | 
+ 2+ — 4-5 (14517) | 
| asco | gaggia | to,tss | 39761 2,000 132,000 | 
ee ee ee ee 19.873 a 
Great Lakes Pilotage Authority Lid. 


Halifax Port Corp, _ 
Intemational Develop. Research Ctre 
Jacques Cartier & Champion Bridges Inc. 
Laurentian Pilotage Authority 
Marine Atlantic Inc. 
Montreal Port Corp. 
| National Arts Centre Corp. 
National Capital Commission 
National Gallery of Canada 
National Museum of Science\Technology 
Old Port of Montreal Corp. Inc. 
Pacific Pilotage Authority 
Petro-Canada Lid. 
Port of Quebec Corp.__ 
Prince Rupert Port Corp. 
Queens Quay West Land Corp. 
Royal Canadian Mint 
Saint John Port Corp. 
St John’s Port Corp. 
St. Lawrence Seaway Authority 
Seaway Internatational Bridge Corp. 
|_ Standards Council of Canada 
Theatronics Intemational Lid. 
Vancouver Port Corp. 
Via Rail Canada Inc. 
Total 4,326,017 831, ,750, 048, 2,807,701 1,832,437 721,118 | 
Consaidaton for government accounting purposes 209216 Low ee me 
Tota 21214596 | 4535233 | 2,745,234 | 28,404,793 | 7.478870 | 983.263 | 2,807,701 1,832,437 731,118 | 


1, No breakdown between government business and outside business 2. Ee ee pon ree oc Cir pnts ean locale GIN GAT lh eal oer Gt pocreraot cutie This | 
es additonal capital investments that Ottawa has made into these businesses. 6. Year end December 31, 1995 
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29,294 
35,322 
186,584 
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15,913 
24,531 
5,508 
3,236 
10,090 


(20,866) 
27,313 
2,619 
1,798 
851 
4,311) 


22,535 917 
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The following is a breakdown of the grants handed out by the federal Department of the program, the name of the group or individual receiving the grant, the purpose 
of Canadian Heritage under a variety of smaller programs. This list includes the name for the funding and the amount approved for them in that fiscal year. 


Program: Canadian Identity tion by the Arctic Institute of North America ... 10,000 | Quarry Press Inc.—New Views on Canadian Canadian Parks Partnership................. 10,000 
Council for Canadian Unity Association for the Export of Canadian Books—Books on AiiRISS sere ct bc teats 5 cs. ke ea 20000 i Chane DANISS..csehiancn otters nee. 400,00 
ss 4 ‘997, 500 Ll ae se pn Mees 5,000 | Quebec Labrador Foundation/Atlantic Centre for the Envi- OPN ee tiscra ttre isae ne ies 180,000 
Bee ok eR? Berg, Nowell—A Political Future of Canada . 20,000 ronment—Fisheries Education Program for Construction of Roughe Valley ............ 3,500,000 
Program: Open House Canada Carleton University School of Canadian Studies—Canada SIAM tat-tsi OM ama Gon is o> v esa 20.000 | FortSt. James National Historic Parks Society... 16,400 
Canadian chdent Delano teeete el huiog. Tide Detain Fodent TEENIE] in the Global Village: Challenging Technological De- Seneca College of Applied Arts and Technology—The Friends of Banff National Park........... 0... 21,000 
oe x cae ‘ D oe 5 leration— a 171 100 {| 5 ee aera” Mb Seip 98 40,000 Evolution of Canadian Style............... 25,000 | Friends of Bruce District Parks............... 6,100 
A nk a7 ent Debating Seminar......... CRT Open College—A History of Canada and Quebec: a | Shopsowitz, Karen—rene Spry - The Friends of Mount Revelstoke and Glacier....... . 3,000 
ana at fe fnssiona tna 4-H Citizenship Semi- multi-media course aimed at promoting rational, in- COESITINNRGS = cre taro cooks ees 20,000 | Friends of Pukaskwa..................0000. 7,000 
= an onnections Canada Summer — 890 formed discourse on national unity.......... 19,000 | St. Paul United College—Landforms and Minds Friends of the BarU Ranch................. 22,250 
6 rogram ........ Stee pecreesescisess GOES Corvidiocom Limited—Gordon Sparling - Canadian Film CONS Gt os Sete atin bc cond ced 18,000 | Friends of the Trent Severn Waterway .......... 6,900 
anadian 4-H Council—National 4-H Citizenship Semi- Ploieae ties... oor. crete eta, 20,000 | Thom, Heathe-—TobeaWomen............. 5,000 | Intemational Centre for Study of the Preservation and Res- 
eSB ES eencpe seam 24,617 | Elderhostel Canada—A Canadian Studies Module: The Timebox Inc. —Canada’s House on the Hill... . . 30,000 |  toration of Cultural Properly............... 60,092 
Council io Canadian Unity—Encounters with Canada Uniqueness of Canada.............. 2.005. 000 | University of Windsor—Profiles of Canada... . .. 15,000 | International Council on Monuments and Sites... 34,092 
SSD LR tA OSES sae pele cea ee 882,550 | Everitt, Professor John—The Keystone Province: A coy Upper Canada Moving Picture Company—The Enduring International Union For Conservation of Nature and Natu- 
Foundation for the Study of Processes of Government in raphy of Manitoba...... 00... 0. ccs eeeees 3,000 | Enigma ofSuzannaMoodie............... 30,000 | ralResources............-.ccceseeee, 218,553 
__ Canada—Forum for Young Canadians ....... 42,800 | Fact to Face Media Limited—The Mind of a Child 20,000 } Weigl Educational Publishers Limite/—Canada and the Jasper Townsite Committee ................ 13,296 
Interchange on Canadian Studies............ 180,500 | Fitzhenry and Whiteside Publishers—Canada and the Twentieth Century World............ 20.0. 40,000 | Kootenay Lake Historical Association........... 2,250 
Royal Commonwealth Society Ottawa Branch - United Nations ..... 2... eee cece ee 20,000 | Ontario Limited—Sketches of our Town........ 15,000 | Kootenay Lake Historical Society............. 22,142 
22nd National Student Commonwealth Forum .. 16,150 | Gillet, Marguarite & Beer, Ann—Our own Centre for Canadian Studies Mount Allison Univer- Lake Louise Advisory Board................, 114 
Society for Educational Visits and Exchanges in Can- WORE ete. 05 a sR een: S 1,000 sity—About Canada Multimedia Project....... 34,000 | Morin College....................0008, 235,000 
ada—School Year and Summer Group Exchange Pro- Gordon Martin and Associates—The Killer Whale and the Monro Multimedia—Making History: Louis Riel andthe | Porcupine Caribou Management Board ...... 5 397 
" iit EERE ES ETRE 004,900 | Walters Shania cosas ie 20,000 | North West Rebellion of 1885............. 30,000 | Riding Mountain Pack Plus People............ 5,000 
Society for Educational Visits and Exchanges in Can- Key Porter Books Limited —-The National Parks o Monro Multimedia—Civies Education: An ex aa St. Andrew's Church oo... eee eee eaes 161,500 
ada—Anti-Racism and Ethnocultural Equity... 24,300 | Canada... 2.6.0... c cece ee cece eee ees 25000 | Geers css. ciate St. Boniface Museum.................... 259,800 
Society for Educational Visits and Exchanges in Can- Kids Can Press Limited—Series of Biographies about Fe Virtual Reality Systems Inc.—Treasures of the National University of British Columbia Grizzly Bear Study . 56,252 
ada—Anti-Racism and Ethnocultural Equity... 13,900 | mous Canadians ......... 2... ces ee ee po Ae 60,000 | University of NewBrunswick................ 65,000 
Young Men's Christian Association of Greater Learning Tree Computer Systems spilled hip Car. World Heritage Fund .................00, 262,399 
Toronto—Visions ..... .. ives tet 660,000 | ada-A Canadian Adaptive Learning Environment 22,500 | Program: Parks Canada Perth Museum Board—Cost-sharing Agreement for 
Young Men's Christian Association of Greater Lockwood Films—James Reaney: Canadian Fideau Waterway Coordnatng Associaion——renlage Matheson House National Historic Site...... 50,000 
Toronio-—Vislons 6.2.2 5%. s amtonet 71,000 | Mythmaker........... Wyre aky ee catgsia « 45,000 | Transportation Canals International Meeting of Six Nations Council—Cost-Sharing Agreement for 
Program: Ca Studies | MacDonald, Robert—Growing Up Canadian... .. 15,000 NINE re cr tt Pmitee Ss oe ge wee 40,000 Chietswood National Historic Site........... 72,000 
nadian Mecca Films—Thirly Second Democracy... .. . 25,000 | Plan B Strategies—Publication of one issue of Roads Smith Falls Railway Museum Corporation—Cost-sharing 
.R.T. Bookworld Productions Limited—British Columbia Mediawise Video and Film—Retraming the Montreal to...Canada’s Great Drives............... 150,000 Agreement for the Canadian Northern Railway Station 
Bookworld The Television Series ........... 60,000 Massacre: A Media Interrogation............ 8,000 | Aberdeen Pavilion..................0.00,8 440,000 National Historic Site... 2.0.00... eee 98,000 
Anderson, James D.—Canadians of the Devil's New Beginnings for Youth—From Kingston to Ottawa: An | Army used De ct A REE a oe BUTT NOUE TRE POOR cspaate esmitisie evens a088 16,994 
BISIOR 5d 55 . Seta s vows oe ASS 7,500 Educational Pamphlet................... OBES.) ARNG WRIROUIN s Casictiwestses foe 0s sens 3's 25,800 | Friends of Medalta Society Inc_—Cost-Sharing Agree- 
Arctic Institute of North America—Fifty Years of Publica- Pelican and Early Canadian History........... 40,000 Canacian Man and the Biosphere Program... . . 15,000 ment for Medalta Potteries National Historic Site 50,000 


TORONTO - Paul Pagnuelo responded to inquiries the City of Winnipeg’s tax grabs. ing Premier Klein’s annual TV “State of the Prov- 
from major media across Ontario to the mega- PRINCE ALBERT, SK - Moira Wright addressed a _-—«imve”-address on Tuesday, Heb 4th, 1997. Aly 
municipal reforms announced by the Harris govern- —_ by siness breakfast meeting speaking about the CTF though nothing new or carth-shatjering was said, 
ment. He expressed concern about amalgamation, and its accomplishments, Alberta's nation-leading employment, capital in- 
property tax assessment reform and the down-load- vestment and economic growth prompted James 


ing of Social Services onto lower levels of govern- to comment that fiscal responsibility is paying 
ment. huge dividends for Albertans. James also noted 


one of the Premier’s goals for the future was 
“policies that leave more money in your pock- 
ets.” Sounds promising! 


VICTORIA - The CTF - BC made a pre- 
budget submission to the Ministry of Fi- 
nance. Troy Lanigan and CTF board 
member Ed DesRoches answered calls on 
a Vancouver radio program concerning pre- 
budget issues and property taxes. 


. SASKATOON - Local TV, radio and newspapers 
inane pote a: ran interviews with Moira Wright siliowina tex 
WASHINGTON, DC - CTF-BC spokesman Troy presentation at the mock federal budgets put on by 
Lanigan attended the National Taxpayers Union con- the University of Saskatchewan. 

ference in Washington and made two presentations. TORONTO - Paul Pa gnuelo spoke at numerous 

He was able to meet with the heads of several Euro- REGINA - Moira Wright issued a news release and public meeting concerning the proposal to amalga- 
pean and American tax groups. was interviewed for Regina LeaderPost and Saska- mate Metro Toronto’s six municipalities into one 
REGINA - Moira Wright responded to several media toon StarPhoenix articles calling for a review of mega city, warning that this would result in bigger 


Crown rate hikes and for the $31 million to be spent government, higher costs and higher taxes. 
in Guyana by SaskPower. There was also TV cover- 


age on both these issues. OTTAWA - CTF-Alberta board member Lou 
MacEachern took part in a town hall meeting 
NIPEG - On December 28, 1996, the Winnipeg EDMONTON - James Forrest scrummed with most with Prime Minister Jean Chretien, televised on 
Free Press published an article by Victor Vrsnik on major media outlets at the Alberta Legislature follow- the CBC bs erceae sews a 


EDMONTON - Mitch Gray appeared on the 
CTV National News denouncing severance 
packages awarded by the House of Com- 


mons to double-dipping PQ staffers. 


WINNIPEG - The Manitoba Taxpayers 
Association is one of four external mem- 
bers invited to sit on the City of Win- 
nipeg’s Red Tape Review Panel. The 

MTA will be canvassing its business mem- 


* calls from across the province regarding a former 
MLA’s conviction for defrauding taxpayers and his 
eligibility to collect his MLA pension. 
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Program: Voluntary Action 1994-95 Prince County CaledoniaClub............... 1,8015'1" Maniac: .. Sage i528. chasse oe 1,500 | Government of Newfoundland and Labrador. . . 1,800,000 

Victoria Playhouse Inc... 2.2.0.0... 0... 2,028 Government of Nova Scotia Provincial Treasurer Ovi- 

Ce eating ans ate (ssi | Program: Special Agreements 1984-85 | “Sia! geen rin agg ae 

Canadian Association of Independent Living Cen- City of Summerside. ov... ok cece eee 4,000 | Government of Manitoba—Provisional Arrangements for and Second-Language Instruction for 1994-95 900,000 

tres—An ActionPlan’.................. DOGO CAOUROUCE. oe oo aaa satis soe sens 1,390 Minority-Language Education and Second-Language In- | Government of Ontario Treasurer of Ontario—Provisional 
Canadian Centre for Philanthropy4MAGINE. .. 140,000 House Party Productions Ltd................ 1,965 struciton for 1994-95 ................. 2,550,000 Arrangements for Minority-Language Education and Sec- 
Canadian Disability Rights Council—CDRC Fundraising Christopherdetle sai tiecia eta rans. ses. 1,875 | Government of NewBrunswick............ 3,000,000 } ond Language Instruction for 1994-95... . 4,000,000 
Prolest’.< 2.5 ines s cue eee 40,000 | Lucy Maud Montgomery Festival............. 1,800 | Government of Alberta Provincial Treasurer—Provisional Government of Saskatchewan Minister of Finance—Provi- 
Canadian Women's Foundation—'Sharing Resources" - LaBelle Aliaitd: te ete... 5.5... 3,600 Arrangements for Minority-Lanugage Education and Sec- sional Arrangements for Minority-Language Educaiton & 
Developing Models of Collective Fundraising for o AbAMIGMUGIGS 2) eer Sur tmmotat...... 1,000 ond-Language Instruction for 1994-95... . 1,848,540 Second Language Instruction for 1994-95. . 3,536,057 


tional Women's Groups ................. 
Coalition of National Voluntary Organizations—Program 
Funding.1994209 =. 35.00. eoeametias 102,34 
Community Foundations of Canada—Building Blocks: 
Foundations for Vital Communities.......... 5,000 
in Kind Canada—Start-Up of In Kind Canada. . 10, 000 
Ontario Assocation of Volunteer Bureaux Centres—Ever- 
More Able: Empowering People with Physical Disabili- 
ties through Volunteer Work ................ 9,000 
Volunteer Centre of Metropolitan Toronto—National 
Summit on Corporate Volunteerism......... 20,000 
Newfoundland and Labrador Assocation of Social Work- 
ers—Social Work History Project—An Anthology and 
Social Work Archive................ 0. eee, 4,072 
Steering Committee for Lake Melville Volunteer Bu- 
ee of the Lake Meville Bolunteer * 00 
Victoria Park Action Group—Community Management 
Cooperatiove Development Project........... 5,000 
Volunteer Centre Community Servies Council—tssues in 
Volunteerism—tTowards 2000 ............ 10,730 
Voluntary Resource Council—Voluntary Action a 
and Promound = c..2 pack erae anaes 10,000 
Provinical Volunteer Assocaiton—Volunteer Help pic 
Publiegtionts.:7%-saeaustoech pe catieticy.. . 4,779 
Community Council on Volunteerism of Greater Mont- 
real—Promotion and Recruitment of Volunteerism 4,000 
National Council of Jewish Women of Canada (Win- 
nipeg)—Membership Development and Development 
OUPIOUBS on koa duly cet eaten an «css 8,025 
United Way Centraide Sudbury and District—_ong Term 
Care Volunteer Study................000. 10,000 
Community Education and Development Assoca- 
tion—Group Effectiveness Training (GET) ...... 4,000 
Day Care Volunteer Program—Volunteer Training Ket 
P10, ay eed cs RIE PSS cM eae 1,5000 
Manitoba Assocation for Volunteer Administration—Con- 
ference’94—Challenge and Change: Finding the An- 
SWS GOUI Stet oe reeks 2,385 
Volunteer Fesetacs Center of Southewestern Mani- 
toba—introduction to Volunteer Management 


CHIME on, Sree cs cary Steer oe 8,000 
Saskatoon Equal Justice for All Inc.—Community Volun- 
OAM re i Be ceecoee OT 4,578 


Saskatoon Community Mediation Services 
Inc.—Strengthening Volunteerism Through Effective Or- 
ganizational Conflict Resolution ........... 12,000 

Alberta/Northwest Territories Network of Immigrant 
wig Cha a Step Back: Partnerships in Sy 

git te hie ait auc a 1 

Volnina Association to the Lethbridge Regional Hospi- 
tal—Volunteer Enrichment Days ‘95.......... 2,075 

Volunteer Centre of Calgary—Board of Directors Prepar- 
edness Training for Culturally Diverse Individuals 5,076 

LBCS Literacy British Columbia Society—Volunteer Lead- 
ership Skills Development ............... 10,000 

SPARC Association of British Columbia—Community De- 
— Institute—Program Development and a 


Pines rg oh ott 2 Sate ee ee ee 7,500 
Association of Neighbourhood Houses of Greater Vancou- 

ver Gordon Neighbourhood House—West End Volun- 

teer Opportunities Network................ 4,000 
Chilliwack Community Services—Volunteer Kiosk. 2,280 
Coalition of National Voluntary Organization... . 102,344 


Canadian Association of Adult Education ...... 127,929 
Canadian Association of Gift Planners John 

PIOGMBUIDD Cee fs sein os whic cb wees 5,000 
Volunteer Centre of Metro-Toronto ........... 20,000 
Canadian Disability Rights Council ........... 40,000 
Canadian Association of Independent Living Centres—An 

AO PUNE ee: Ast ea el Socom 100,000 
Canadian Women's Foundations............. 19,000 
PCM ras 2 c's 55.4 ant nc Sadaenliie 10,000 
WOU UNMCEN OMANI. Sos <5 aus sda vw ele cates 9,000 
Program: Cooperative Agreement on Cultural 

Development 1994-95 
Heather Doiron and Company................ 1,145 
Pollywogg’s Puddle Creation ................. 962 
Printmakers’ Council of PEl................00- 905 
Homefree Productions Inc.................0. 2,000 
Windwood Sound Recording Studio ........... 2,143 
Fiddlehead Productions .................... 1,050 
RIGHAIDINODEG- 25. Sates sd sie J tale bea 865 
Mame Machen ois 232 slaa sila tae 1,152 
| SS Sat ae eR By PRE fey L 882 


THE BOOK 
= for 1 Sale 


These books regularly sell for $19.95 each. Now you can get both these books for just 


$19.95 


Plus taxes, shipping and handling. Sale in effect until March 31, 1997 or while quantities last. 


Since its financial crisis in 1984, New Zealand has experienced a fiscal turnaround. Get the facts on this remarkable recov- 
ery in two books written by New Zealanders themselves. 


Turning Pain into Gain by Deborah Coddington. Unfinished Business by Sir Roger Douglas. As New 

This lay person’s guide to New Zealand's transformation, Zealand's finance minister, Douglas presided over New 
takes an in-depth look at the reforms that took place from Zealand's far-reaching structural reforms as the country 
1984 to 1993. The country went from the brink of insol- came face-to-face with its debt crisis. But Douglas does- 
vency to economic recovery in just 10 years. New n't believe those changes went far enough. In his book, 
Zealand's recovery is detailed in this easy-to-understand he offers further thought provoking policies based on in- 
book by an award winning journalist. dividual choice and personal responsibility. 


Please send me: 

copies of the set - Turing Pain into Gain & Unfinished Business - $19.95 for set. 

copies of For Good and Evil- A book on the history of taxation - $25.50 
_____ copies of Our Home or Native Land - A look at Indian land claims and their implication for taxpayers - $19.95 
Subtotal 
Add GST (7%) 
Shipping and handling - first book 
Each additional book, add 50 cents each 
Total order 

Method of Payment 
CQ) Mastercard Q) Visa 

Name on Card: Expiry date: 
Visa/Master Card #: 
Name: Address: 
Address: City: Prov: 
Please send order to: Canadian Taxpayers Federation, 105-438 Victoria Ave. E., Regina, Sask., S4N ON7, Fax 306-352-7203 


He AUDITOR Gen Ct LS HerOnL 


worth of government 


materiel holdings and Canada’s 
Auditor General is concerned 
Ottawa isn’t taking due regard 
of value for money. In fact, the 
Auditor says if departments 
don’t clean up their operations, 
hundreds of millions of taxpayer 
dollars could be at risk. 

There are more than 17,000 
employees involved in mate- 
riel management, which en- 


Inefficiencies abound jf 


when it comes to managing the 
$50-billion 


few incentives to manage the 
materiel economically, along 
with several other concerns. 

For example, a 1995 gov- 
ernment estimate suggested 
that eliminating excess inven- 
tory would save taxpayers up 
to $1.25 billion annually. 

The report cited illustra- 
tions of where relevant costs 
weren’t considered. In 1995 a 
contract was awarded to a 


to Nova Scotia. 
Another problem 
stems from inadequate 
accountability. In 
1995, an internal audit 
of Fisheries and 
Oceans found serious 
problems in record 
keeping. The Depart- 
ment had no consensus 
on what to record in its 
inventory systems; and 


ship has become unknown, the 
potential use they were being 
stored for never materialized, 
and items have deteriorated to 
the point where trees and 
vegetation grow among them. 
The audit also stated that 
too much inventory is being 
held. For example, when Can- 
ada celebrated its 125 birthday 
in 1992, RCMP officers 
needed to update their formal 


hy 
V. J. Schmit 


dress uniforms, which in- 
cluded formal dress hats. The 
system didn’t take into ac- 
count that once officers had 
complete uniforms there 
would be very little demand 
for a number of years. So, 
while the number of hats nec- 
essary for that year was high, 
the number wasn’t adjusted for 
the following years. An abnor- 
mally high number of hats was 
subsequently ordered and as a 
result a three-year supply of 
hats - approximately 4,000 - is 
sitting in storage. 

Desautels said Ottawa has 
attempted to address these and 
other long-standing problems, 
some of which were identified 
as early as 1980. However, 
there is still a significant 
amount of tax dollars at risk 
because of sloppy manage- 
ment methods. = 


coxm®passes all public property Newfoundland shipyard for there was significant 
and assets, other than money the docking and refitting of a variety in how differ- 
and real property. Annually coast guard ship based in Dart- _ ent regions looked after their 
they spend about $8 billion in © mouth, Nova Scotia. The New- _ inventory. Some areas haven’t 
purchasing, and hold between = foundland company’s bid was __—performed counts in years and 
$8 billion and $10 billion-each $71 lower than a Nova Scotia some facilities don’t even 
year in warehouses. firm’s bid on the project. How- —_ maintain records on what is 

In his final report for 1996, ever, taxpayers ended up pay- _ stored at their location. At the 
Denis Desautels cited serious ing an extra $30,000 by the Bedford Institute of Oceanog- 
deficiencies in how this mas- time the contract was finished raphy, for example, space is 
sive area of government is because of the extra costs asso- provided for bulky items 
managed, including ineffective ciated with taking the vesselto | deemed to have future use. 
accountability procedures and © Newfoundland and returning it © However, over time, owner- 

e 

[pis Parliament’s return, those 

same people who told you that 


they’d “scrap,” “kill,” and “abolish” the 
GST will be voting on legislation to 
“harmonize” the tax with provincial 
sales taxes in Atlantic Canada. 


“Harmonize” is such a nice word. It 
implies a sense of unity, togetherness 
and co-operation. When applied to the 
GST, however, harmonization means 
cogrcion, confusion, cost and cover-up. 


COERCION Part of the har- 


monization plan would force busi- 
nesses to hide the new harmonized 
sales tax (HST) in the price of the prod- 
uct or service being sold. Shopkeepers 
who make a mistake and sell a product 
without including the tax in the price 
would face fines, jail and a permanent 
criminal record. That’s right, it’s off to 
the gulag for those brave souls who 
would reveal how much tax Canadian 
consumers are paying. And when I say 
gulag, I’m not kidding! While rapists 
and robbers can be granted conditional 
or absolute discharges by a judge under 
sections 763 and 737 of the Criminal 
Code,, “Pop’s” down at the corner store 
will be excluded under these sections 
and*will rot in jail for not including the 
HST in the price of a chocolate bar. _ . 


CONFUSION It’s probably 


confusing enough to have a combined 
provincial/federal sales tax in three of 
Canada’s provinces, two separate sales 
taxes in six provinces and only one 
sales tax in one province. But if you 
need more confounding, how about 
this: the new HST legislation will ex- 
empt some items from the hidden tax 
rule and allow businesses to show both 
the tax-inclusive and tax-exclusive 


prices as long as the former is dis- 
played. Shoppers could conceivably be 
faced with four different prices for the 
same marked-down item — the original 
price with the tax, the original price 
without the tax, the sale price with the 
tax and the sale price without. 


COST As is usually the case, 
confusion leads to cost. The Retail 
Council of Canada estimates comply- 


ing with the new legislation will cost 
businesses in Atlantic Canada more 
than $100 million a year — which will 
obviously be passed on to consumers in 
the form of higher prices. Companies 
will have to develop dual inventory, 
pricing, computer and advertising sys- 
tems to accommodate the change. In 
addition to the direct costs, there’s also 
the cost of lost jobs. Carlton Cards 
Ltd. and Woolworth Canada Inc. have 
already stated that they will be forced 
to lay off hundreds of employees and 
close dozens of stores. 


COVERSUP Hiding the GST 
will allow Ottawa to cover-up future 
rate hikes. The evidence clearly shows 
that where sales taxes are hidden, gov- 
ernments have an easier time hiking the 
rate. Estonia’s rate has gone from 10% 
to 18%, Britain’s has gone from 10% to 
17.5%, and Denmark has seen a jump 
from 10% to 25%. Hidden taxes mean 
more taxes. 


The only sure-fire way to avoid all 


‘this coercion, confusion, cost, and 


coyer-up is to do what the Liberal party 
said, it was going to do in the first place 


— abolish the GST! We all might do 


well to remind them of their promise. = 


